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Brussels sets 
out plans for 
new global 
internet charter 

Tlite European Ccmmussion 
unveiled plans for ail interna- 
tional e ommiin Ications charter as 
part of its aim to establish global 
standards fbr business on the 
internet It would enc ourag e 
co-operation between govern- . . 
ments on legal and technical ’ 
issues affecting the internet such 
as data protection, copyright, tax- 
ation and pornography. Page I8 

Silver Mta high on Buffett buy 

Silver prices reached a JM-year - 
high of about $7 an ounce on the - 
news that Warren Buffett one of 
America's most respected inves- 
ted, had bought around 16 per 
cent of a nrmal^y n« p tm p Mnn of 
the metal. Page 18; Special 
report. Page 25; Editorial Com- 
ment Page 28: See Lex • 

Yeltsin backs fiscal 

In an effort to reassure interna- ’ 
tional investors, "Russian presi- 
dent Boris Yeltsin has backed a 
tough fiscal plan. Page 2 - 

Paris backs down on aM pfan 

France's socialist-led go v er n ment 
approved a reform of the coun- 
try’s overseas aid poHcy_Page 2 

Italian banks sock pay traces . 

Italian banks are ircssihg fix: a 
two-year wage freeze to boost the 
competitiveness of the coimtry’s 
banking system before the intro- 
duction Of the eoro. Page 2 . 

bidustry coot of sAoohaf abvas 

Alcohol and drug abuse at work ■/, 
costs the worid*s.induHtriaBsed /;■ 
economies Mlftqmttftiollflrs a; ; 
year hi lost qdtput Page lO 

New lsncstt setBemeat - 

Israel's intador ministry cote 
firmed it had approved plans for 
a new Jewish Bettlemenfc in Baa 
al-Amud, east Jerusalem, a decj- 
sion Palestinians ^d:o«M “HU 
the peace process". Page 10 , 

US drag growth slows 
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US launches 
export credit 
scheme for 
Asian countries 

The US has launched an 1 
international initiative to provide 
export creditflnance to Asian 
countries facing difficulties 
importing goods and. components. 
The announcement by deputy ' 
treasury secretary Larry Sum- 
mers follows a prppcsaLfrcan Goh 
Chok Tong, prime minister of 
Singapore, and an initiative by 
Australia. Page 6; Reaping the • 
whirlwind. Page 17; End of the 
beginning. Page 19 

NestM, the Swiss foods group, 
returned to its acquisitive ways 
with a£715m($L2hn) cash par- 
chase of the Spillers petfoodbusi- 
ness from Dalgety of the UK. The 
deal, subject to clearance, would 
give Nestlfe 20 per cent of the 


Russian leader warns of ‘world war’ if military force is used 


White House plays 
down Yeltsin fears 
over action on Iraq 


Saab, the Swedish carmaker, 
announced more losses after 
costs on new models. The com- 
pany, 50 per cent owned by Gen- 
eral Motors, saw pro-tax losses 
deepen from SKrUSbn to - 
SKrL83bn<$22Gm) last year. 

Page 20. ■ ' 

HUM, the Dutch airime, is 
ccmsldering a buyback of the 
government’s 25 pea* cent stake. It 
is keen to reduce a cash pile 
which reached FT 2 . 8 bn ($i.4bn) at 
the dnd.of last year. Page 20 


By Chrystia Freeland in Moscow, 
Route Khatef hi Was hin gto n ' 
and John Kampfner in London 

The US yesterday sought to play 
down a startling outburst by Rus- 
sian president Boris Yeltsin in 
which he warned that Washing- 
ton’s threat to take military 
action against Iraq could lead to 
"world war". 

"We must try ... to make Clin- 
ton feel that, with his actions In 
Iraq, he can lead to a world war.** 
Mr Yeltsin said during a tele- 
vised meeting with one of his 
ministers in the Kremlin. 

Mr Yeltsin’s tough words on 
the issue of weapons Inspections 
followed a resolution by the Rus- 
sian parliament which urged 
Russia to break United Nations 
sanctions against Iraq if the US 
moved against Baghdad without 
UN approval. 

But his inflammatory com- 
ments seemed at odds with his 
USUal efforts to maintain warm 
ties with western leaders, includ- 
ing US president Bill Clinton. 

Kremlin officials made some 
effort to backtrack yesterday, 
saying some US journalists bad 
distorted the president's words 


and come to the mistaken conclu- 
sion that Russia was threatening 
to defend Iraq militarily. 

Mike McCurry. the White 
House spokesman, also insisted 
that the remarks had been poorly 
translated. 

But Mr Yeltsin's televised and 
recorded comments were clear in 
their criticism of the US. 

Government bond markets, 
often a haven during military 

Bidding to win public backing for 

Iraq action - Page 10 

Editorial Comments Page 17 

h the fine of fire........ — ■ — Page 16 

LeX Page 18 

confrontations, fell sharply in the 
imm ediate wake of Mr Yeltsin's 
comments but recovered some 
ground later. The impact was felt 
most in the German market, but 
- having ignored the Iraqi crisis 
until yesterday - all the main 
European markets ended slightly 
lower. 

"One must be more careful in 
this world saturated with all 
sorts of weapons which are some- 
times In terrorists' hands," Mr 
Yeltsin said. “It is all very dan- 


gerous . . . Well now [some people 
are saying] let us flood it all with 
planes and bombs." 

Mr McCurry said no timetable 
or deadline had yer been set for 
an attack, but “If and when the 
president decides that we need to 
pursue a military option, military 
pl annin g will be made by the 
very skilled people that work at 
the Pentagon." 

The state department, however, 
cautiously welcomed hints of 
Iraqi flexibility following reports 
on the CNN television network, 
attributed to unnamed Iraqi offi- 
cials, that President Saddam Hus- 
sein had offered to open up eight 
presidential sites to inspections 
for one month. 

Amr Moussa, the Egyptian for- 
eign minister, said his Iraqi coun- 
terpart had told him Baghdad 
was moving towards such a deci- 
sion. 

“The Iraqis seem to be moving 
toward some recognition that 
their blocking of so-called presi- 
dential sites is untenable,” James 
Rubin, state department spokes- 
man, said. 

“This shows the necessity of 
standing firm. It shows the neces- 
sity of our determination and our 



Russian president Boris Yeltsin during a televised Kremlin meeting 
as he made critical comments about the US stance on Iraq 


united resolve that the Iraqi 
regime comply folly and uncondi- 
tionally with the UN security 
council resolutions." 

But the proposal did not meet 
the condition that UN inspectors 
must have full and unfettered 
access to weapons sites. 


Mr Yeltsin spoke yesterday on 
the telephone with Tbny Blair, 
the British prime minister, before 
Mr Blair left for talks with the 
US administration in Washing- 
ton. The Russian president reiter- 
ated his strong opposition to mili- 
tary action against Iraq. 


■w — to bourse has launched 
ah iliqiiity iritopossiWe price 
manipulation by tadex-hnked - 
fobds, whose forays into the mar-' 
kef have- been credited with 
boosting the bourse’s Bel-20 
share index. Page.25 
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Reuters shares up 
after assurance 
of limited damage 


Stora chairman faces call to quit 
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By Christopher Price 
and John Clapper In London 

Renters Holdings, the financial 
information group, yesterday 
tried to reassure investors that it 
faced limited damage from a US 
criminal Inquiry into whether it 
had stolen data from Bloomberg, 
one of its competitors. 

Shares in the group Jumped by 
40p to 560p - restoring about 
£600m of the £L6bn market value 
lt.last after the inquiry was dis- 
closed last week - after it said it 
did not expect to have to with- 
draw any products as a result 

Reuters said it had hired a New 
York agency - thought to be 
Cyberspace Research Associates 
- to undertake competitor analy- 
sis of Bloomberg's products 
rather than to steal proprietary 
software from Bloomberg. 

However, it admitted that US 
investigators were examining 
whether its Reuters Analytics 
subsidiary in Stamford. Connecti- 
cut, had “induced" the agency to 
provide Bloomberg data to Reu- 
ters in breach of subscription 
agreements. 

Reuters has been trying to 
raise its presence In the market 
for US bond Information, in 
which Bloomberg is a leader. Its 
investment in Reuters Analytics, 
which has grown rapidly in the 
past three years, was part of this, 
strategy. 

Its statement to the London 
Stock Exchange came after days 
of US press reports suggesting 


that Reuters was being investi- 
gated for encouraging an agency 
to carry out illegal electronic 
espionage of Bloomberg. 

In its statement, which was 
approved by US investigators. 
Reuters said the Inquiry was 
examining whether any Bloom- 
berg data obtained by Reuters 
Analytics had been ‘improperly 
incorporated into Reuters prod- 
ucts". ' 

It had “no knowledge" of any 
attempts to break into Bloom- 
berg's computers in order to copy 
its proprietary operating systems. 
It also did not believe this was 
the focus of the Inquiry. 

The company said it did not 
believe it would have to stop sell- 
ing any products. There had been 
speculation that it might have to 
limit sales of Reuters 3000, its 
latest generation of products. 

However, it added that should 
any proprietary information 
belonging to Bloomberg be dis- 
covered in Reuters products, 
“remedial action" would be 
taken. 

The statement confirmed that 
the inquiry was not limited to 
Reuters Analytics, but extended 
to other areas and individuals 
within the group. The company 
refused to comment further on 
any part of the statement. 

Bloomberg declined to com- 
ment on the inquiry. Cyberspace 
Research Associates did not 
return calls. 

Bad news for Reuters, Page 34 


By Greg Mdvor in Stockholm 

Bo Beiggren, chair man of Stora, 
the Swedish forestry group con- 
trolled by the Wallenberg family, 
yesterday faced calls from minor- 
ity shareholders for his resigna- 
tion in a furore over a severance 
package for the company’s 
departing chief executive. 

Mr Berggren, one of the top 
figures in the Wallenberg indus- 
trial empire, was called on to quit 
when it emerged that Lars-Ake 
Helgesson, Stora chief executive, 
will receive a remuneration total- 
ling SKr64m ($7.9m) after he 
leaves the group next month. 

The row prompted Gfiran Pers- 
son, Sweden's prime minister, to 
accuse Stora of "insensitivity" in 


the face of public indignation at 
executive pay levels. The contro- 
versy comes shortly after Swed- 
ish forestry industry workers 
accepted a 2.5 per cent pay rise. 

Mr Helgesson, 56. who has 
headed Stora since 1992. 
announced in December he 
would leave his post at the 
annual meeting in March. 

His position had been seen as 
vulnerable following the appoint- 
ment last year of Percy Barne vik- 
as chairman of Investor, the key 
Wallenberg investment vehicle. 
Mr Barnevik has vowed to shake 
up under- 

performing companies. 

Under Mr Helgesson, Stora lost 
its position as Europe's largest 
forestry group and averaged a 5.8 


per cent annual return on equity. 

Stora claimed originally that 
Mr Helgesson was leaving the 
company at his own behest But 
it emerged yesterday that he felt 
obliged to stand down. “He did 
not choose to go . . . this has been 
badly handled.” said one institu- 
tional investor. 

Mr Berggren admitted the res- 
ignation had been triggered by 
unspecified ''differences of opin- 
ion" between him and Mr Helges- 
son. 

Aktiesparama, Sweden's influ- 
ential small shareholders' associ- 
ation, said Mr Helgesson should 
not receive severance pay for 
quitting voluntarily. Such 

Continued on Page 18 
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Italian banks seek two-year pay freeze 


By Paul Betts In Milan 

Italian banks are pressing for a 
two-year wage freeze to reduce 
labour costs and enhance the com- 
petitivity of the country's banking 
system before the introduction of 
the European single currency. 

The pay freeze is part of a series 
of proposals the Italian Banking 
Association (ABI) is expected to 
put to hanking unions next week 
during negotiations over the indus- 
try's new wage contract. 

Although the unions said yester- 
day that there were still significant 
unresolved issues over the indus- 
try's national wage contract, they 


appeared willing to accept the prin- 
ciple of a pay freeze to protect Jobs 
threatened by the widescale 
restructuring now taking place in 
Italian banks. 

The h anking association warned 
earlier this year tbat up to 60,000 
jobs needed to be cut in the next 
three years in Italy's over mann ed, 
highly fragmented and inefficient 
banking system in order to adapt it 
to Increasing international compe- 
tition and the arrival of the euro. 

The industry is also in the throes 
of rapid consolidation and restruct- 
uring, with a number of new bank 
mergers in the pipeline. Banca Nat- 
ion ale Del Lavoro is due to be pri- 


vatised and integrated with the 
Banco di Napoli this year. 

Istituto San Paolo di Torino, 
Italy's largest commercial bank, 

will consider at a board meeting 
tomorrow merger options with 
other Italian banks drawn up by its 
adviser. Goldman Sachs, the US 
investment bank. 

San Paolo is considering a 
merger with the IMI banking group 
but is also being courted by Cre- 
dito Italian o. the large Milan com- 
mercial bank. Intesa, the banking 
group formed at the begi nnin g of 
this year with the merger of Banco 
Ambroveneto and the Cariplo 
savings bank, has also expressed. 


interest in combining with IMI. 

However, these new banking 
concentrations presuppose signifi- 
cant restructuring. Banca Nazion- 
ale del Lavoro, for example, said 
this week the merger with Banco 
di Napoli would lead to about 3.000 
job losses. 

Apart from overstaffing, labour 
rigidities as well as poor use of 
technology have bloated Italian 
banking costs. The ratio of staff 
costs to profit margins in the bank- 
ing system is currently 44 per cent, 

compared with an European aver- 
age of 39 per cent. 

The banking industry has told 
the unions it needs to bring staff 


costs down to a level closer to the. 
European average and certainly 
not more than 1-1.5 percentage 
points higher. To this end, it has. 
proposed a two-year pay freeze for 
1996 and 1999, with a review at the 
end of this period to decide on 
■wage levels for the nest two years. 

It is also seeking an end to rigidi- 
ties, and automatic m p ohnnicfng f p 
the existing pay system, to intro- 
duce greater flexibility. As for the 
delicate question of job cuts, the 
industry has avoided any reference- 
to mandatory redundancies, sug- 
gesting that reductions can be 
achieved through early retirements 
a n d other inducements. 


Mobile 

phone 

users 

want 


more 

By Alan Cane 

Mobile phones are as likely 
to be used by 2000 for send- 
ing and receiving electronic 
mail and for interrogating 
corporate computer files as 
for making telephone calls, a 
new survey indicates. 

The survey, carried out 
among business managers In 
Germany, the Netherlands 
and the UK. underlines the 
extent to which mobile tele- 
phony has become indispens- 
able to business culture. 
Almost all the respondents 
<97.3 per cent) said they 
always took their phones 
with them on normal work- 
ing days. 

Most significantly, almost 
one in five said they thought 
of their mobile handset as 
their primary phone as 
opposed to a fixed fine. 
Women were more than 
twice as likely as men to 
favour a mobile phone over 
the fixed variety. 

The survey, conducted by 
the marketing consultancy 
LDC for the Anglo-Dutch 
computing services group 
CMG. shows that mobile 
subscribers are already keen 
to have the kind of advanced 
features usually associated 
with “third generation" 
mobile systems, which prom- 
ise information and moving 
video images delivered to 
the handset. 

More than one In three (37 
per cent) believe they will be 
able to have access to finan- 
cial information over cellu- 
lar networks by 2000, while 
64 per cent expect to have 
ready access to the internet 
using their mobile handsets 
by then. 

Cost was the most impor- 
tant reason for choosing a 
particular service provider, 
but geographic coverage 
topped the list of reasons for 
changing from one mobile 
operator to another. 

About a half of the UK 
respondents believed it was 
acceptable to make or take 
calls in the bathroom, com- 
pared to a quarter of the 
Dutch and just over one- 
tenth or the German respon- 
dents. 

Most of those polled said 
they would never make or 
receive calls in the cinema 
or theatre, but 19 per cent of 
Germans believed it was 
acceptable to make calls in 
business meetings, compared 
to only 2 per cent of Britons. 

The controversial issue of 
urhether drivers should 
receive calls at the wheel 
attracted a mixed response. 
Forty-seven per cent overall 
thought it was acceptable, 
but the three countries 
showed marked differences 
with 58 per cent of Nether- 
lands respondents saying the 
practice was always accept- 
able. against 47 per cent in 
Germany and 37 per cent in 
the UK. 
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Berlusconi takes his toys away 

reform has shocked Roman 
politicians, says James Blitz 


J ust as Italy's main goal 
in 1998 - the green light 
to become a founder 
member of a single Euro- 
pean currency - looked 
increasingly achievable, one 
of the country's main domes- 
tic challenges, reforming its 
ramshackle constitution, has 
been beset by problems. 

The drafting of a new con- 
stitution. one that is aimed 
at creating strong executive 
government, is widely 
deemed crucial if Italy is to 
have stable governments 
and economic policies once 
it enters the euro area. 

The country is often ridi- 
culed for having had 55 gov- 
ernments since the 1948 con- 
stitution was drafted by the 
founding fathers of the first 
republic. But recent difficul- 
ties faced by Romano Prodi's 
government in pushing 
through sensitive plans for 
welfare and public sector 
reform have underlined the 
weakness of an electoral sys- 
tem that retains a strong 
dose of proportional repre- 
sentation and coalition- 
building. 

Until recently, the Italian 
parliament appeared to be 
reaching some consensus on 
the issue. Negotiations were 
based on delicate coopera- 
tion between parliament's 
two main political leaders: 
Massimo D'Alema of the gov- 
ernment-supporting Party of 
the Democratic Left: and Sil- 
vio Berlusconi of the opposi- 
tion Forza Italia. 

The complex bargaining 
process has yielded two 
main proposals thus far. 
First, Italy should have a 
directly elected president. 


possibly with powers over 
foreign affairs and defence, 
leaving the remaining port- 
folios to prime ministerial 
government. Under the pres- 
ent system the president is 
elected indirectly, by the two 
chambers of parliament and 
regional delegates. 

Moreover, parliament's 
electoral system should be 
increasingly based on the 
first-past-the-post system. 
For good measure, the party 
with the largest number of 
deputies would get an addi- 
tional 80 to 100 extra seats to 
help create a majority. 

This week, Mr Berlusconi 
shocked the Roman political 
world with a hastily-com- 
posed speech in Paris in 
which he backed a return to 
proportional representation 
and said he was now having 
“doubts" about a directly 
elected president. 

Politicians and journalists 
have been trying to work out 
why he said this and what it 
may mean. Some deputies 
believe Mr Berlusconi's 
move was tactical, triggered 
by an altogether different 
issue but one which he sees 
as fundamental to any con- 
stitutional change: the need 
to water down the power of 
Italy’s formidable judges and 
magistrates. 

Mr Berlusconi faces allega- 
tions. involving tax fraud 
and false accounting, at the 
hands of the powerful cote- 
rie of Milan judges. Reduc- 
tion of their powers is his 
central goal both for per- 
sonal and political reasons. 

Mr D'Alema and his allies, 
who have less to fear from 
the magistrates, are firmly 



How it was last time: Berlusconi’s poster campaig n failed to bring victory at the polls for 
his centre-right alliance in the April 1996 election . May 


against such a move. More- 
over, they notched up a con- 
siderable achievement last 
week by getting Gianfranco 
Ftni, the ambitious leader of 
the neo-fascist Alleanza Naz- 
ionale and until recently Mr 
Berlusconi's firm ally on the 
right, to give a strong mes- 
sage of support to the 
judges. 

Giorgio La Malfa, a gov- 
ernment supporter, says it 
was the conversion of Mr 
Fini that triggered Mr Ber- 
lusconi’s move on PR. “What 
Berlusconi is saying is that, 
unless there are some con- 
cessions on the issue of jus- 
tice, he is prepared to under- 
mine the entire 
constitutional project," said 
Mr La Malfa. 

Others believe Mr Berlus- 
coni's remarks suggest that, 
shorn of Mr Fini's support, 
he is now setting about a 
realignment of Italian poli- 


tics. This, so he hopes, will 
see him pmw pp as a “cen- 
trist" leader of smaller par- 
ties, such as the separatist 
Northern League and the 
former Christian Democrats. 
For parties of this size, a 
return to PR Is obviously in 
their interests and they 
would find Mr Berlusconi's 
message appealing. 

If such a realignment is 
his long-term aim and if it 
were to succeed, Mr Berlus- 
coni could mount a strong 
force to scupper the constitu- 
tional reform altogether. . " 

But some deputies dismiss 
this view altogether. They 
believe the volte-face under- 
lines Mr Berlusconfs desper- 
ation about his career. 

Fabio Mussi, a leading 
PDS deputy, described the 
Forza Italia leader this week 
as “a toddler who suddenly 
gets angry and says: 'I'll 
take my toys and go and 


play in my little comer'." 

More strikingly, Giuliano 
Ferrara, a long-time confL • 
dant of the Forza Italia 
leader, described Mr Berlus- 
coni's move as that of a 
“madman.", one who has 
“veered away from, a course 
which the public want and 
would, in the end, ■ have 
rewarded". 

What Mr Berlusconi is up 
to will be blearer in time. 
The Italian, parliament has 
until next, year to finalise 
the constitutional draft And 
Mr D'Alema, who has pinned 
his fortunes to this rebuild- 
ing of the political system, ' 
will be keen to achieve a 
meaningful result 

But for the time being, 
the events of recent • days 
will sour the hopes 1 pf those 
who crave long-term stabil- 
ity in one of the biggest 
countries planning to join 
the euro. 


Yeltsin backs fiscal package 


By Chrystia Freeland in Moscow 

In an apparent effort to reassure 
nervous international Investors. Presi- 
dent Boris Yeltsin yesterday backed a 
tough fiscal programme presented by 
Anatoly Chubais, the first deputy 
prime minister. 

Mr Yeltsin's instructions, reported by 
his press secretary after a private meet- 
ing between the president and Mr Chu- 
bais, seem to be a response to investor 
demands for an emergency package of 
austere fiscal measures. But the effec- 
tiveness of the proposals could be 
diminished by the convoluted manner 
in which they were announced and by 
feuding between government clans. 

Following the Aslan crisis. Russian 
share prices have plunged and the cen- 
tral bank has been forced to raise inter- 
est rates to 42 per cent to defend the 
rouble. The Russian Trading System, 
the leading stock market index, is 
down 49 per cent down since October 6. 

Foreign investors argue that the 
Kremlin must put forward an emer- 
gency fiscal programme to slash the 
budget deficit, improve the country's 
lack-lustre tax collection and promote 
structural economic reforms, including 
enforcement of bankruptcy legislation. 

During yesterday’s meeting. Mr Yelt- 
sin reportedly endorsed many of the 
measures demanded by investors. His 
instructions included a moratorium on 



Anatoly Chubais (left) at his meeting with President Yeltsin yesterday AHtmr-Tm 


government borrowing until the end of 
March, cutting budget spending and 
defending the rights of shareholders, 
including foreigners. Mr Yeltsin's 
remarks to Mr Chubais were reported 
by Interfax, a Russian news agency 
whose former head is now the presi- 
dent's deputy chief of staff and which 
enjoys close links with the Kremlin. 

Mr Yeltsin's choice of Mr Chubais to 
implement what the president 
described as "our tough line" may raise 
eyebrows. Over the past few months, 
Mr Chubais's political authority within 
the government has been steadily 
eroded as his allies have been sacked 


and be himself has been dismissed 
from his post as minister of finance. 
Investors may doubt whether Mr Chu- 
bais, with his reduced powers, has the 
muscle to implement the ambitious 
measures supported by the president 
“What investors are really waiting 
for is a tangible statement - from the 
very’ top - on what the government 
wfil do to rectify the fiscal situation." 
said Dirk Damrau. the head of research 
at Renaissance Capital, a Moscow 
investment bank. “The problem is no 
one knows whether the Kremlin quite 
appreciates the reality of the post-Asia 
world." 



Paris backs down on aid plan 


By Robert Graham in Paris 

The Socinlist-led government 
yesterday approved a reform 
of France's overseas aid pol- 
icy. introducing stricter 
financial and political con- 
trols, especially regarding 
Africa. However, it backed 
down from earlier plans to 
create a wholly nets- govern- 
ment agency. 

Recipients of French aid 
have been assured that cur- 
rent commitments will be 
honoured. The changes are 
intended to create savings 
through greater accountabil- 
ity and tighter management. 

Another goal is to reduce 
the scope for corruption and 
to ensure that overseas aid 
is centrally co-ordinated, 
rather than run as a sepa- 
rate fiefdom as it has been in 
the past. 

Charles Josselin, a junior 


minister in charge of 
co-operation, has indicated 
that France will put the 
emphasis in future aid on 
helping the poorer countries. 
At the same time, an ele- 
ment of conditionality is 
likely to be introduced 
over the nature of the 
regime in recipient countries 
and these countries’ track 
record in reducing corrup- 
tion. 

In advance of yesterday's 
announcement, Mr Josselin 
had already begun a tour of 
French-speaking African 
countries to outline the 
proposals and reassure lead- 
ers. 

The reforms themselves 
are more timid than Lionel 
Jospin, the prime minister, 
outlined on taking office last 
year. 

The Socialist-led govern- 
ment had hoped to create a 


new development agency 
and scrap the cooperation 
ministry - dubbed “the min- 
istry’ of Africa", since 65 per 
cent or all aid has gone to 
French-speaking Africa. 

However. President Jac- 
ques Chirac, who has overall 
responsibility for French for- 
eign policy and who prides 
himself on his personal con- 
tacts with French-speaking 
African leaders, had previ- 
ously pledged to maintain 
the ministry throughout his 
presidential term. 

African leaders themselves 
were concerned that the 
move represented a down- 
grading of Africa in French 
policy and an end to their 
highly personalised dealings 
with the French establish- 
ment. 

The shake-up was also 
conditioned by a fierce fight 
between the foreign ministry’ 


and the finance ministry to 
control the new body admin- 
istering the FFrtlbn <$6J3bn) 
annual aid budget As a com- 
promise. the co-operation 
minister will retain a portfo- 
lio with the right to sit in on 
cabinet meetings, and there 
will be no cut in the 1,100 
staff. 

But the foreign ministry 
will have overall responsibil- 
ity for the direction and 
nature of aid, while the 
finance ministry will have 
a jofnt say in financial 
controL 

The Caisse Franpaise de 
Eteveloppemenl will still dis- 
burse cash and will be used 
as the chief operative arm of 
aid policy under a new 
name. In this way. the gov- 
ernment will be able to dem- 
onstrate it has created its 
promised development 
agency. 


UK plan 
for EU 
safety 
tables 


By Michael Smith 
in Brussels 

Britain, as president of the 
European Union, yesterday 
set out plans to shame mem- 
ber-states into improving 
transport safety through a 
"peer pressure" system 
involving the publication of 
annual mortality and injury, 
statistics. 

Gavin Strang, UK trans- 
port minister, said an 
authoritative annual report 
by the European Commis- 
sion on all forms of trans- 
port accidents would 
encourage member-states to 
focus on best practice in 
other countries. It would 
also enable the EU to moni- 
tor the effects of legislation 
on transport safety. 

Mr Strang told members 
of the European parliament 
that safety was the UK’s ' 
main priority in transport 
But he acknowledged that 
agreement on an annnal 
safety report . would take 
longer to' secure than the 
remaining five months of 
the UK presidency. 

In the shorter term, the 
UK was keen to take for- 
ward plans already pat for-, 
ward, by the Commission for 
an aviation safety authority 
and- random safety checks 
on commercial vehicles. 

Mr Strang said the UK 
hoped transport ministers 
would approve in June 
tougher rules on the emis- 
sion of nitrogen oxides from 
aircraft. Britain was also 
looking at ways of encourag- 
ing more freight to go by 
rail', which was both safe 
and environmentally 
friendly, and welcomed the 
Commission's proposals to 
foster easier access to rail- 
ways. 

Two other areas which 
would be emphasised by the 
presidency were the comple-. 
tioo of the stogie market 
and improvements in infra- 
structure, particularly 
through Trans-European 
Networks (Tens). 


NEWS DIGEST 



V lit alia inquiry 

The European Commission b 5 ** delayed by one week a 
decision to reopen an Investigation into state aid paid to 
Alitalia last year after Romano Prodi, the Italian prime 1 
minister, pleaded for extra time to resolve the airline’s 
probl ems' . The Italian authorities have until tomorrow to 
tell Neil Kinnock, the EfTs transport commissioner, how 
they in tend to stop Alitalia from cutting priceson 
'domestic routes to undermine the position of rival 
■airlines. 'J : y\ 

' Brussels saystoebehaviour violates the co n di tions 
agreed to by Alitalia in return fur, approval, of a L2,750bn 
($L56bn) state aid package. These specifically outlawed 
so-called “price leadership ". The Commission first asked 
Alitalia to m e nd ite ways last autumn. When nothing 
happened, it announced it would re-examine payment of 
the -state aid, the second tranche of which has not yet 
beenpaid. Emma Tucker, Brussels 

■ -Berlin Airport - 


US operator withdraws bid 

Airports Group International, the US airports, opera tor, 
has withdrawn its' bid to acquire a majority stake in the 
Berlln-Brandenburg airport authority (BBE), it emerged 
yesterday. The company led one of the four consortia 
shortlisted to take control of BBF. which will be ' 
privatised later this year. The reasons' far AGTs 
withdrawal remain unclear. Last year the company failed 
to acquire a stake In Dtisseldorf airport prompting 
speculation that AGlhas scaled back tts : estimate -of the : 
prospects offered by the German market 

Sources close to the Berlin privatisation said the ; 
consortium headed by AGT. which included WestLB, a . 
regional state bank, Be wag, the Berlin utility company. 
and parsons Engineering of the US, was the most 
unenthusiastic of the tour shortlisted. The future of the .. 
three other consortia members is uncertain. 

In a statement issued last night byPPS, BBFs project . 
m anagemen t subsidiary, it was announced the option of 
“regrouping" consortia members was possible, although 
that would require the approval of BBFs shareholders, 
the states of Berlin and Brandenburg and federal 
government PPS refused to comment bn AGI or the 
future of the three remaining consortia members. 

. Frederick Stu&emann, Berlin 

FRENCH TGV . ", . . 


New line moves step closer 

The prospect of a high-speed train line linking Paris with 
Strasbourg in eastern France moved a big step closer 
yesterday as the French government gave the green light 
to construction of a first phase as far as Vanditires, north 
of Nancy. .... . i 

Catherine Trautmann, the former mayor of Strasbourg 
who is the official go v ern m ent spokeswoman, said this . 
part of the line would be operational “in the years 2004. 
200S, 2006" and that "the first pick-strokes" could toll 
towards the. end of 1999. 

She said construction of the line, which will 
substantially reduce the current fbur-and-a-half-hour . 
journey time betvreenthe two cities, would costFFrl8.7bn 
($3.l3bnV The government has decided to increase hs. 
share of the burden from FFr3. Gbn toFFrSbn. SNCF, the 
state-owned rail operator, is expected to contribute 
FFr2.7bn, with local authorities and European funding 
accounting for the remainder. Daoid Omen, Paris 

m CABLE CAR CRASH ... . ..... 


Prodi blames ‘recklessness’ 

Romano Prodi, Italy's prime minister, said yesterday that 
“tragic recklessness" had caused the deaths of about 20 
holidaymakers in the southern Alps on Tuesday when a - 
low-flying US military jet hit cable-car wires. 

It was a terrible act. It [the aeroplane] was flying 
virtually at ground level," Mr Prodi told reporters on a 
visit to Cavalese, a north-east skiing resort’ “It was an act 
of tragic recklessness." 

Senior politicians, including Oscar Luigi Scaltori, Italy’s 
president, expressed concern about the accident, in which 
a US Marines surveillance aeroplane is estimated to have 
been travelbhg at a height of 100 metres off the ground. 

"It would be terrible to think that a tragedy such as this 
may have been caused by someone thinking they can play 
around with the lives of .others," Mr Scaltoro said. 

Italy's Reconstructed Communist party .which is. part of 
the government majority, used the incident to. question 
again whether Italy should continue to play host to US 
bases. “We are obviously not masters of our own 
territory." said the president of Reconstructed 
Communism, Armando Cossutta. . James Blitz, Borne 

■ GERMAN PRODUCTION : 


December figures stronger 

German industrial production, staged a stronger than 
expected recovery in Itecember after a weak November, 
but sharply lower output of consumer durables and 
investment- goods prompted fears that some sectors were 
tolling prey to the Asian crisis. 

The economics ministry reported tbat total production, 
including energy and construction, increased by a 
provisional, seasonally adjusted 0.6 per cent in December 
compared with November, after a 03 per cent decline in 
November and October's 2 .5 per cent rise. ■ 

Investment goods. and. consumer. durables output toll 
respectively by 4.8 per cent and 3.3 per cent in December, 
while production of semi-finished products and 
non-durahle consumer goods rose 4.7 and 3.5 per cent. The 
ministry warned that December's 1 output growth was 
liable to downward revision. 

Taking the miuistryls preferred two months’ .. 
comparison that evens out short-term blips, total 
production in November and December was about 1 per 
cent up.ah September and October. Above average' output 
growth in the semi- finish ed end consumer sectors 
contrasted with a 0.5 pier cent drop in investment goods ' 
production. Total industrial production increased by an - 

average of 2.6 per cent last year, witozhanutocturiog ' 

output advancing by 4.3 per cent against a 5.1 per cent . 
drop in construction activity. Peter Norman, Bonn 

■ RUSSIAN ELECTRICITY - : 


Board slams rival managers - 

The government supervisory board of Unified Energy 
Systems (UBS), the Russian electricity monopoly which 
has been the stage for a . battle between, young reformers 
and Soviet-era industrial managers, yesterday 
reprimanded both factions 

The board criticised Anatoly Dyakov, the farmer chief 
of UES who last week-tried 'to 'regain control of the 
company. It also slapped the wrist of Boris Brevnov, the 
young reformist chief -of the company, who has been 
fi ghti n g a spirited battle to-stay in charge. In an ominous 
sigp of future mud-slinging, the board asked the ngrtnnni 
procurator, the chief law enforcer; to investigate both of. 
the feuding executives. MrBrevnov has accused Mr ; 
Dyakov of siphoning vast amounts of money into a 
“shadow world* of related companies. Mr Dyakov has 
attacked Mr Brevnov for receiving too high a salary. 

The confhct is. expected to be-resolved at an • 
extiaardinary shareholders meeting the board sfid wfflhe 
held to ndd-MAnfo. Brunswick, a Moscowinvestmeut 
bank, yesterday predicted both men would-be sacked at -.. 
the meeting. * • - - - . ^Chrystia Freeland; -Moscow 



3 





,n qui r ; 


bid " 


•S o *»« 




financial times . 


THURSDAY FEBRUARY 5 1998 


NEWS: EUROPE 



Simitis takes on the oublic sector unions 


By SefinaWiHiams . ’ ‘ 

The risk of renewed conflict 
in Azerbaijan's disputed 
enclave of Nagorno-Kara- 
bakh increased, yesterday, as 
nationalist ’ politicians 
strengthened their hold on 
the neighbouring state of 
Armenia. 

Fighting in the mainly 
Armenian-inhabited enclave 
claimed thousands of lives 
after it broke away from 
Azerbaijan in the 1980s. A 
ceasefire in 1994 brought a 
fragile peace. 

But efforts for a perma- 
nent settlement ha ve taken a 
blow with the resignation of 
Levon Ter-Petrosyan, the 
Armenian president . who 
had waged a furious battle 
with nationalist critics 
inside and outside his 

a rhnfrri slTa tjon , 

“We will take a much 
tougher line on any fixture 
negotiations on Nagorno- 
Karabakh," the Armenian 
defence minister, Vazgen 
Sarkisyan, said yesterday. 
“The best way to keep, the 
peace is to be ready for war." 

Haydar Aliyev, president 
of Azerbaijan, yesterday said . 
his country would continue 
to observe the Nagorno- 
Karabakh ceasefire. 

But he added: “We follow, 
with concern the situation in 

Arm enia that has developed 

since the resignation of Pres- 
ident Levon Ter-Petrosyan." 

Robert Kocharyan, Armen- 
ia's nationalist prime minis- . 
ter, who led Nagorno-Kara- 
bakh from 1993 to 1997, will 
replace Mr Ter-Petrosyan as 
head of state ants elections 
on March IS. 

Mr Ter-Petrosyah. fell 
after nearly half his parlia- 
mentary supporters defected 
to a nationalist, friction 
which contains many veter- 
ans from the Nagorno-Kara- 
bakh war' and. supports 1 



AZERBAIJAN.- 


the defence minister. 

' Effective, control of 
Armenia is now in the hands 
of Mr Kocharyan. However, 
according to the constitu- 
tion, be cannot run for the 
presidency because he is 
technically a citizen of Azer- 
baijan. ' 

Both Mr Kocharyan and 
Mr Sarkisyan fell out with 
Mr Ter-Petrosyan over his 
endorsement last year of a 
peace plan for the disputed 
region, which theysay made 
too. many concessions to 
Azerbaijan. .. .. . . 

Under the plan's propos- 
als, ethnic Armenian K&ra- 
bakh forces would have 
given up six regions of Azer- 
baijan which they have cap^ 
tured. International peace- 
keepers would then move in 
and . the status of 
Nagorno-Karabakh would be 
decided later. 

The prospects for the plan, 
which was backed by the 
Organisation for Security 
and Cooperation in Europe, 
now look very poor. -How- 
ever, Mr Kocharyan played 
down the importance of the 
changes in the Armenian 
capital “Everything is quiet 
in Nagorno-Karabakh.. The 
situation in Yerevan has hot 
affected the one in Kara- 
h atch, " he said. " . 


The move marks the start of 
reforms to keep confidence in 
the drachma, says Kerin Hope 


U nion leaders at 
Greece's public 
enterprises once 
liked to boast of their suc- 
cess in winning extravagant 
wage concessions from timid 
managers' appointed by the 
government merely to hand 
out subsidies and avoid 
politically costly strikes. 

Now Costas Simitis. the 
Socialist prime minister, has 
challenged the unions’ grip 
on public sector enterprises. 

The confrontation marks 
the launch of long-awaited 
structural' reforms necessary 
to maintain confidence in 
the drachma and keep alive 
Greece's chances of qualify- 
ing for the European Union's 
single currency in 2001. two 
years after the euro's 
planned launch. 

Despite defections by 
Socialist deputies, parlia- 
ment has now approved leg- 
islation to restrict collective 
bargaining rights at four 
stateoontroDed corporations 
with a track record of high 
deficits and stormy union- 
management relations. 

International institutions 
stress Greece must take radi- 
cal measures to curb spend- 
ing, to. consolidate gains 
from improved revenue col- 
lection and a sharp fall in 
annual inflation, which 
slowed to 4.7 per cent in 
December. 

A report last month by 
Salomon Smith Barney said: 


“A much greater reduction 
in the scope of public sector 
activities than currently 
envisaged would improve fis- 
cal prospects and economic 
efficiency." 

The Socialists’ campaign 
to impose financial disci- 
pline on state enterprises, 
the country’s biggest 
employers, should speed 
Greece’s catch-up effort with 
its partners. It is the only EU 
member that has not 
achieved any of the targets 
for participating in mone- 
tary union. 

Tighter management of 
public-sector enterprises is 
important for reaching this 
year's target of cutting the 
budget deficit to 2.5-2438 per 
cent of gross domestic prod- 
uct, just below the ElTs 3 
per cent requirement. 

The move against the 
unions reflects the govern- 
ment’s determination to pro- 
tect the stability of the 
drachma, under repeated 
attack during the turmoil in 
Asia's financial markets. 

The drachma is pegged to 
the Ecu, to reduce imported 
inflation and attract invest- 
ment from abroad in Greek 
government securities. But 
Greece's reluctance to 
impose spending curbs had 
fuelled speculation that the 
reform effort would run out 
of steam and expose the 
underlying weaknesses of its 
service- based economy. 



Workers at a protest called by the Confederation of Labour in Athens on Monday 


The pace of privatisation 
has been slow, and the 
Socialists have focused on 
trying to reduce public sec- 
tor employment through 
attrition and by seeking pn- 
vate-sector managers to 
improve management at all 
36 state corporations. 

Mr Simitis's close links 
with tbe unions, bis main 
supporters in the battle for 
control of tbe Socialist party 


two years ago. made the gov- 
ernment wary of trying to 
limit their influence-. 

But the prime minister ran 
out of patience after union 
intransigence wrecked his 
attempt last year to win con- 
sensus on labour market 
reforms through a “social 
dialogue” with the govern- 
ment and private sector 
employers. 

“The unions had grown 


used to getting their own 
way." said an Athens-based 
consultant. “There’s a high 
turnover among managers of 
public enterprises. Until 
recently, they have mainly 
been amiable professors who 
couldn’t stand up to union 
bosses.” 

The netv legislation limits 
the unions' bargaining 
rights on pay rises, overtime 
and other benefits, and 


SPLIT LOOMS IN NEW DEMOCRACY PARTY 


Greece's struggling conservative opposition 
parts*, New Democracy CCD), yesterday 
faced a possible split after three ex-cabinet 
ministers who abstained from Tuesday's 
parliamentary vote on labour union reform 
were expelled, writes Kerin Hope in Athens. 

Stefanos Man os, an ex-economy minister 
and tbe party's strongest supporter of mar- 
ket reforms, had announced his support for 
tbe Socialists' attempt to crack down on the 
powerful public sector onions. Mr Manas, 
who launched Greece's privatisation pro- 
gramme in the early 1990s. bad kept a low' 


profile since Costas Karamanlis, a 40-year- 
old lawyer supported by ND's populist wing, 
was elected as party leader last year. 

His predecessor as economy minister. 
George Souflias, was also expelled, along 
with Nikos KontogiannopouJos. a former 
education minister. The conservatives face a 
full-scale party rebellion against Mr Kara- 
manlis. who has had little success in build- 
ing a coherent policy platform and now 
appears to have lost the support of party 
elders who backed his leadership bid. 

See Observer 


opens tbe way for compul- 
sory transfers of workers at 
state-controlled corpora- 
tions. Government advisers 
say it will lead to more flexi- 
ble working practices. 

Tbe move was timed to 
coincide with the start of a 
round of wage talks. Last 
year, the public-sector 
unions won rises of up to 15 
per cent, against a budget 
assumption of 10.5 per cent 
This year's guidelines call 
for 4 per cent increases, 
matching the projected aver- 
age annual inflation rate. 

The four corporations 
affected - Olympic Airways, 
the Post Office, the Hellenic 
Railways Organisation and 
the Athens bus company - 
have a “history of . . . the 
accumulation of very big def- 
icits.” said a government 
adviser, the heaviest loss- 
maker is the bus company, 
which has accumulated 
debts of over DrTOObn 
(S2.4bm, equal to 2.1 per cent 
of gross domestic product 

Tbe Post Office has racked 
up deficits since being split 
off from the state telecoms 
operator four years ago. 
while the slow pace of rail- 
way modernisation has led 
to a steady decline in passen- 
ger numbers. 

After abandoning a 
restructuring plan agreed 
with the Eli in 1994 in return 
for writing off Dr480bn in 
accumulated debt, Olympic 
Airways faces a deepening 
crisis. Theodores Tsakirides, 
its new chief executive, said 
the company was seeking an 
emergency government loan 
to cover first-quarter operat- 
ing expenses. 


Albanian opposition to end parliamentary boycott 


By Kevin Done, 

East Europe Correspondent 

Albania's opposition Democratic 
party, led by tbe farmer president, 
Sali Berisha, is to end its five- 
month boycott of parliament after 
coming, under pressure from senior 
European officials. 

A delegation from the European 
Parliament, the Council of Europe 


and the Organisation for Security 
and Co-operation In Europe visited 
Tirana, the Albanian capital, two 
weeks ago and called on all parties 
to work together in drawing up a 
new constitution. 

The Democrats have been boy- 
cotting parliament since last Sep- 
tember, when one of their MPs was 
shot and wounded by a Socialist 
MP Inside the parliament building. 


Mr Berisha has repeatedly called 
on the five-party coalition govern- 
ment, led by the Socialist prime 
minister, Fatos Nano, to resign. He 
has insisted that new elections 
should be held. 

Mr Berisha’s Democratic party 
was defeated in the elections held 
last summer to eud months of 
anarchy triggered by the collapse 
of a series of fraudulent pyramid 


finance schemes. Tbe European 
delegation rejected Mr Berisha's 
call for new elections, saying the 
main concern was to put the con- 
stitutional process back on track. 

The drawing up of a new consti- 
tution has been made a priority by 
Mr Nano's government. A referen- 
dum in 1994 on a draft constitution 
compiled by the Democratic party 
was rejected amid claims by the 


Socialists that it would have given 
Mr Berisha too much power. 

The Democratic party said its 
return to parliament marked “the 
end of its non-participation pro- 
test". But it would “continue with 
other forms of democratic pro- 
tests’. Mr Berisha said the boycott 
had made the west aware of “viola- 
tions of parliament by the leftist 
leadership”. 


Romania close to accord 


By Anatof Ueven in 
Buc ha rest and 
Kevin Done in London 

Romania's warring coalition 
partners said yesterday they 
were close ' to agreement 
after five weela of political 
turmoil which officials 
acknowledge bas dented the 
nation's international stand- 
ing and delayed an already 
faltering reform process. 

A protocol is under consid- 
eration which would set but 
the terms on which the 
minority coalition partner, 
the Democrats, will continue 
giving parliamentary sup- 
port to the government 

Andrei Plesu, the recently 


appointed foreign mini ster, 
said in London the Demo- 
crats had agreed to suspend 
their demand 1 that. Prjjpe 
Minister Victor' 'CiorBea 
should resign by tbe end of 
March. They had also agreed 
to support in parliament all 
pro-reform legislation for at 
least six months. 

The government will 
shortly appoint new minis- 
ters to replace the five Dem- 
ocrats who. have resigned: 
However, given the bitter- 
ness among the coalition 
parties, it seems increasingly 
doubtful that any compro- 
mise will last for long. 

Mr Plesu said there was 
consensus on the reform 


agenda. “It is not substance 
being discussed. It is a ques- 
tion of style, personalities 
and premature electioneer- 
ing that infects the sub- 
stance.” He warned: "We 
cannot go on damaging 
Romania's image outside the 
country, when it has hardly 
been built up. All the bellig- 
erents know there is no sec- 
ond-best solution and new 
coalitions are unt hink able." 

More pressure for agree- 
ment was added when an 
IMF team led by Pool Thom- 
sen arrived in Romania on 
Monday for three weeks of 
talks on the government's 
reform programme for this 
year. 
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RH ON E-POULENC INFORMS ITS SHAREHOLDERS 


Rhone-Poulenc: 1997 results 


"The objective far 20% growth in 1997 net 
earnings per share excluding non-recurring 
charges, has been met with a rise of 
20.62%. 

1997 was a very important year far Rhone- 
Poulenc: we consolidated our activities in 
the Life Sciences and paved the way for the 
creation of Rhodia with its business 
portfolio sharply focused on specialty 
chemicals. These operoriows led to a non- 
recurring charge of FF9.7 billion carried 
in 1997 accounts, which is reflected in a net 
loss far the year. 

Enhancing the value of the Group remains 
our priority. We aim to achieve a return on 
equity of 13Vo by the year 2000. 

To achieve thb, the Group is counting on 
neu 1 products in the Life Sciences and on 
Rhodia‘s future development. We also 
intend to improve the earnings potential of 
our businesses. Thar is why neu > operations 
will be launched in 1998, which will result 
in additional non-recurring charges in the 
region ofFF2 billion. 

For 1998, we are maintaining our target of 
209b growth in net earnings per share, 
excluding non-recurring charges". 

Jean -Rene Fourtou 
Chairman and Chief Executive Officer 


Consolidated results 


Net sales: 

FF89.995 billion (+U.4%J* 
Netloss;FF4.991 billion 

Net income excluding non-recurring 
charges: FF3.417 billion (+24.7%) 


■.Rhone-Poulenc, 
a worldwide leader 
in life sciences, 
and its 

specialty chemicals 
subsidiary, 

A; Rhodia, 


In contrast, strong growth was recorded in 
new product sales, particularly in the 
United States: Clexane^/Lovenox®, the 
world's leading product for the prevention 
of deep vein thrombosis: Taxotere®, 
the anti-cancer agent available in 
55 countries: Rilutek®, the only available 
treatment For A LS { amyotrophic lateral 
sclerosis or motor neuron disease); 
Nasacort/AQ® for allergies. 

Strong sales growth in vaccines helped 
consolidate Pasteur Merieux Connaught's 
worldwide positions, particularly in the 
United States Upol®, an injectable polio 
vaccine and Tripedia*: pertussis, diphtheria, 
tetanus). 

■ Plant and Animal Health 


Consolidated net sales: 
FF19.5 billion (+12.8%)* 
Earnings From operations: 
FF3.1 billion (+20.5%) 


Growth was fuelled by a generally 
buoyant market, the rapid increase in new 
product sales and the earnings posted by 
Merial. Frontline®, an antiparasitic agent 
for animals, recorded sales up 150% 
in 1997. 

Regent®, the brand name of the new 
Fipronil-based insecticide, doubled its 
1996 sales performance. 

In animal nutrition, methionine and 
vitamins continued to improve their sales 
performance (up by 10%). 


Chemicals/Fibers and polymers 


Consolidated ner sales: 
FF37.5 billion (+10.6%)* 
Earnings from operations: 
FF2.1 billion (+76%J 


Life Sciences 


Consolidated net sales: 
FF52.6 billion (+11.7%)* 
Earnings from operations: 
FF8.4 billion (+0.95%) 


The Increase is mainly due io enhanced 
sales in most businesses. 

The refocusing process toward specialty 
chemicals continued. The Chemicals and 
the Fibers/polymers businesses were 
merged into a new company, Rhodia, on 
January 1, 1998. 


Pharmaceuticals 


Consolidated net sales: 
FF33J billion (+10.8%)' 
Earnings from operations: 
FF5.3 billion (-7.9%) 


A gross dividend per ordinaty "A" share 
of FF5.62 (FF5.25 in 1996) will be 
recommended by the Board of Directors 
at the Annual General Meeting of 
Shareholders to be held on May 26, 1998. 


The downturn in earnings for pharmaceuticals 
is primarily due to the Centeon situation 
and to the decline in sales of asthma 
products in the United States, as well 
as weaker demand on the French 
pharmaceuticals market. 


On a comparable Group sinurrure 

Investor relations: 

+33 I 47 68 07 05 

Internet: www.rhon e-poulenc 
First quarter 1998 results: April 30. 1998. 
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NEWS: WORLD TRADE 


Dubai Aluminium seeks Gulf smelter partner 


By Robin Men in Dubai 

Oubai Aluminium (Dubai) is 
seeking a partner from another 
Gulf state to build a $2.Tbn 
smelter. With an annual capacity 
of 530,000 tonnes, it would be the 
largest to be built although it 
would rank behind some Russian 
smelters that have been expan- 
ded. 

Dubai is taking an unusual 
approach because it wants its Gulf 
partner to provide land, pay for 
Infrastructure such as port facili- 


ties. and offer a competitive price 

for gas. apart from paying for 
equity. The idea would be to take 
advantage of die region's natural 
gas resources, which account for 
about a third of the global total. 
Dubai would supply smelter and 
power technology, as well as cash. 
The way would also be left open 
for a western producer to take 
equity in the project, codenamed 
“Hawk". 

Analy sts are cautious about its 
prospects. Tony Bird, managing 
director of the Anthony Bird alu- 


minium consultancy, said the con- 
cept at present was “vague" and 
there was probably less than a 50 
per cent chance of it coming to 
fruition. Mooted aluminium 
smelter projects in Canada. India 
and Mozambique were more likely 
to be completed. 

Nevertheless, there was need 
for more global aluminium smelt- 
ing capacity, he said- The Asian 
economic crisis had simply made 
the need less urgent 

According to Dubai’s chief exec- 
utive. Ian Rugeroni, a former pres- 


ident of downstream operations in 
North America for Alcan of Can- 
ada. “the fundamentals of supply 
and demand seem to be favoura- 
ble despite the Asian crisis. In a 
cyclical industry such as ours you 
have to plan long-term." 

Construction of new smelters 
has also been discussed over the 
past 10 years in Abu Dhabi, 
Kuwait, Oman, Qatar and Saudi 
Arabia. But building has yet to 
start; and at least one, that in 
Oman, has been affected by recent 
economic turmoil in Asian coun- 


tries, which are expected to co- 
finance the cost of construction as 
well as buy the aluminium. 

Dubai, on the other hand, has a 

reputation for getting things done. 
Its recent "Falcon" programme, 
which expanded capacity by 50 
per cent took less than 2Vx years 
from conception to completion in 
January last year. 

In 1997 Dubai chalked up record 
operating profits, sales revenues 
and volumes. The first of these, 
according to industry sources, 
reached some $196m, more than 25 ■ 


per- cent up on 1896.- According to 
Dubai, ' total "sales revenues were 
up almost 40 per cent to *685m. on 
volumes of nearly 400,000 tonnes, 
an increase of .45 per cent on 1996. 

At present Aluminium Bahrain 
lAlta) is "toe region’s largest alu- 
minium producer, with an annual 
output .of about 500,000 tonnes. 
Capacity at Iran’s Al-Mahdi 
smelter on Qeshm island where, 
according to industry sources, 
“some cells are already operat- 
ing," will reach. 220,000 tonnes a 
year. ‘ 


Europeans cruise 
to luxury contracts 

Specialist yards are building opulent 
liners as passengers take to ships with 
marble floors and self-playing pianos 


F rom the king-size bed cruise industry. The ship, month’s announcement of a 
in the Penthouse ordered by Caribbean Cruise $390m order from Carnival, 
Suite, it is only a Lines of the US. Is one of also placed with Kvaerner. 
small stretch to the control almost a dozen currently and a £520m contract for two 
panel that activates the under construction at Euro- vessels from Britain's Penin- 
wh tripool tub, the self- pean shipyards. sular & Oriental Steam Navi- 

playing grand piano and the Kvaerner Masa-Yards, gation, won by Fincantieri of 
lights on the mirrored ceil- which is building the Para- Italy. 


month's announcement of a 


playing grand piano and the 
lights on the mirrored ceil- 


ing. The verandah outside dise. this week underlined These yards have become 
commands a panoramic the revival in cruise ship the world’s leading cruise 
view, more than 100ft above building by announcing a ship manufacturers by suc- 


vessels from Britain's Penin- 
sular & Oriental Steam Navi- 
gation, won by Fincantieri of 
Italy. 

These yards have become 
the world’s leading cruise 


the ocean. 


$500m order from Royal 


For the next few weeks. Caribbean Cruise Uses for a 



however, the scenery will be 
dominated by the cranes and 
warehouses of Hels inki har- 
bour. where more than 1.000 
shipyard workers are fitting 
out the MS Paradise. 

At 70.400 tonnes, the “Fan- 
tasy Class" liner will join the 


third 136,000 tonne super- competition from lowen 
liner, able to take 3,100 pas- rivals in south-east Asia, 
sengers. They have done so beca 

At the same time. Royal cruise ships involve m 


cessfuUy withstanding pric- 
ing pressures and intense 

competition from lower-cost Smooth sailing ahead: The cruise ship ‘Enchantment of the Seas’ moored at Kvaerner Masa-Yards 


They have done so because struggled to survive against threatening to double capac- ner-Masa and its European in 1996. and reversed the 1.6 


“It is the biggest threat to skills in cruise shipping, 
the whole industry, there is Their ability, moreover, to 


rivals to develop specialist per cent decline in passenger 
skills in cruise shipping, numbers of 1995. 


At the same time. Royal cruise ships involve much Asian competitors, particu- ity by 1999. rivals to develop specialist per cent decline in passenger 

Caribbean placed orders for higher specification and larly Korea. “It is the biggest threat to skills in cruise shipping, numbers of 1995. 

a further six vessels with promise higher margins than According to Martin Saari- the whole industry, there is Their ability, moreover, to G.P. Wild, the UK passen- 
Ch an tiers de 1'Atlantique of the cut-throat commercial kangas. president of Kvaer- already worldwide overcapa- secure contracts from the ger shipping consultants, 

France and Meyer Werft of cargo sector. Those yards ner Shipbuilding, Korean city and it will only get likes of Carnival or Royal maintains that despite occa- 


G-P. Wild, the UK passen- 


growing fleet of new vessels Germany. 


relying solely on the tanker yards are selling cargo ves- worse,” he says. 


Caribbean has been helped 


serving the fast growing The flurry followed last or bulk carrier market have sels below cost and are That has persuaded Kvaer- by government subsidies. 


sional fluctuations underly- 
ing passenger demand has 


Kvaerner has benefited grown at an average of 9 per 
from a FM500m ($90m) aid cent over the' past 20 years. 


1 


Desk 


package from the Finnish 
government spread over two 


“The experience of the 
industry has been that new 


years. But Mr Saarikangas capacity is filled whenever 
says the subsidy amounts to new ships are brought into 
less than 2 per cent of sales, service." says Peter Wild, 
and remains paltry against head of the consultancy, 
the 9 per cent subsidies In recent years, the aver- 
enjoyed by Chantiers de PAt age age profile of the cruise 


(antique and Fincantieri. 
Industry analysts suspect 


passenger has changed from 
about 65 in 1970 to below 50 


that the French and Italian and getting younger. 


yards get additional aid of 
almost 30 per cent of produc- 


Shipbuflda* say the new 
generation of cruise passe n- 


Setting the standards for global IT. 

:Lr -L (J p 


tion costs. While declining to gers demands better facili- 
comment on the exact ties which cannot be met 
amount of aid, the shipbuild- with older ships. That means 
ers admit they could not .. more casinos, fitness cen- 
compete without it.. tres. champagne bars and 

Alain Grill, president of theatres. ' 
the French shipbuilders' The specification of one 
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The Global Alliance, launched a year ago. is now established as the premier provider 
of desktop solutions at an international level. By providing its customers with a distinct 
competitive advantage and by implementing global IT strategies, this unique alliance is setting 
the standards by which all followers will be judged. Its .success has been achieved by: 


association, told reporters 
last year “European ship- 
building cannot survive 
without aid: every job last in 
Europe remains an extra job 
in Asia.” 

The system of subsidies, 
although officially aban- 
doned by the Organisation 
for Economic Co-operation 
and Development, has 
remained in place largely 
because of the US refusal to 
ratify the accord on interna- 
tional shipbuilding. 

Fortunately for Kvaerner 
and others, continued state 
aid has coincided with 
increased demand from 
cruise operators. The big 
three - Carnival. Royal 
Caribbean and P&O's Prin- 
cess Cruises - enjoyed pas- 
senger growth of about . 10 
per cent in the US market 
last year. 

The increase in North 
American demand, which 
largely dictates passenger 
trends elsewhere, compared 
with growth of 6.35 per cent 


recently completed vessel, 
for example, boasts; “Grand 
entrances, Ranked by statu- 
esque sculptures, leading 
through a soaring entry 
arcade with vaulted ceilings, 
wood walls, and inlaid mar- 
ble floors." ' 

Such opulent - some say 
vulgar - design has led to a 
flourishing sub-contract 
industry, in which many fea- 
tures such as galleys, marble 
bathrooms and entertain- 
ment centres are manufac- 
tured and fitted by specialist 
suppliers. 

That in turn, helps the 
yards to minimise costs and 
shop around for the most 
competitive component sup- 
pliers. “All. these yards 
realise they cannot take a 
loss-making order." says Mr 
Saarikangas of Kvaerner. 
“That means cutting costs 
and increasing productivity. 
To compete, you must be 
profitable." 

Tim Burt 


PM tries 
to calm 
Vietnam 
investors 

By Jeremy Grant in Hanoi 

Self-criticism sessions are 
rituals required of Commu- 
nist party cadres in Viet- 
nam. But yesterday's 
encounter between the 
prime minister, Pban Van 
and 800 foreign inves- 
tors was a departure from 
the usual socialist script 

Faced with the prospect of 
capital flight Hanot is at 
pains to convince the dwind- 
ling foreign business com- 
munity that it has not lost 
the will - or the means - to 
tackle the problems that are 
driving away increasing 
numbers of companies. 

Contracted foreign invest- 
ment plunged by almost 40 
per cent last year, as red 
tape, high overheads and 
capricious decision-making 
rendered many businesses 
mi viable. Added urgency to 
win the public relations bat- 
tle, if not stem the capital 
fli gh t comes from the Asian 
financial crisis. More than 
70 per cent of foreign invest- 
ment comes from Asia. 

Mr wbai, a reform-minded, 
Soviet-trained technocrat 
devoted his day to hearing 
complaints from investors, 
But despite his pledges, 
most executives expected no 
dramatic results. 

“Most of the issues are 
.micro-issues that have to be 
dealt with through local 
officials. Having the prime 
minister there listening is 
unlikely to change much," 
said Nigel Russell, a lawyer 
with Australia's Philips Fox. 

Executives from compa- 
nies such as Coca-Cola, Hew- 
lett-Packard, Telstra and 
Fujitsu echoed the prob- 
lems. Their complaints were 
less about the broad sweep 
of government policy than 
narrower Issues like access 
to foreign exchange, inter- 
ference by officialdom and 
the fact that local Vietnam- 
ese staff salaries were 
pegged in dollars rather 
than the local currency. 

These problems strike at 
the heart of Hanoi's chronic 
inability to check provincial 
officialdom. 

“It does seem that they 
put one finger in the dyke 
and three other holes burst 
opm somewhere else," said 
Fred Burke, a lawyer with 
Baker & McKenzie. 

Many investors suspect 
Vietnam’s murky laws are 
kept deliberately vague to 
give local joint venture part- 
ners loopholes with which 
to exploit their financially 
stronger foreign partners. 

Yesterday's meeting took 
place against the backdrop 
of problems at a local joint 
venture involving Procter & 
Gamble, the US personal 
care products maker. Last 
week, the central bank 
shocked investors by freez- 
ing commercial lending to 
the venture after months of 
wrangling between P&G and 
its local partner. 

“People who go on about 
waiting for the Vietnamese 
to perfect their legal system 
are missing the point. Laws 
alone do not create an envi- 
ronment conducive to for- 
eign investment," said Mark 
Brady of Baker & McKenzie. 
“Only a demonstrable com- 
mitment to internationally 
acceptable policies can do 
that" 


World retail pharmacy purchases: 12 months to November 1997 (Sm) 


Consistency of service globally 
Single point of contact and ownership 
Sensitivity to cultural and language differences 


' Consistent pricing structure 
• Active response to evolving market requirements 
■ Focusing on practical, international IT solutions 
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US drugs growth slows 
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By Daniel Green 

The growth rale in sales of 
prescription drugs in the US, 
the world’s biggest market 
slowed in the year to Novem- 
ber. according to data from 
specialist market research- 
era IMS International. 

The growth rate for the 12 
months to November was 10 
per cent, with sales at 
$66.05bn, compared with a 14 
per cent growth rate in the 
12 months to October. 

Contributing factors 
included the withdrawal of- 
the slimming drug Redux. 
made by American Home 
Products, and patent expi- 
ries on two drugs. Zantac 
and Zovirax, made by UK 
company Glaxo Wellcome. 

There was also a decline in 
sales of antibiotics and respi- 
ratory drugs, both highly 
dependent on the tuning of 


the start of the colds and 
influenza season each win- 
ter. 

The • US performance 
dragged dawn sales growth 
over the 12 months in 10 of 
the biggest pharmaceuticals 
market to 5 per cent, at 
$i65:9bn. That compared 
with a 7 per cent growth rate 
in the year to October, at 
constant currencies. 

Sales in the world’s second 
biggest market. Japan; were 
down l per cent at $42.4bn. 

But they rose in smaller 
markets- such, as Italy and 
Canada. Italian drugs sales 
rose S per cent to |8.6bn and 
in Canada sales were up il 
per cent to $4 .Hmi. 

By medical area heart 
drugs - remain the biggest 
sellers with sales up 5 per 
cent, excluding exchange 
rate movements, to $33.7bn. 
This concealed wide varia- 


tions In growth, with choles- 
terol-lowering drug sales up 
22 per cent and sales of an 
old but widely used class of 
blood pressure drugs, cal- 
cium channel blockers, down 
2 per cent. 

Sales of Rezulin, a 
new diabetes drug sold in 
the US by Warner-Lambert, 
boosted figures for digestive 
system/metabolism drugs. 
Sales in that sector rose 4 
per cent to $27bn in spite of 
slow or no growth . from 
ulco* drugs. 

. The fastest growing sector 
remains nervous system 
drugs, a category which 
includes Prosac, the anti- 
depressant made by US com- 
pany Eli Lilly;-, and .-a new 
generation of drugs to treat 
schizophrenia. Nervous, sys- 
tem drug sales rose 12 per 
cent to $23 dsn. ; 
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Beijing 

Moarreal 


to WO 


we built in 1997 
ou in 1998. 


One year ago today we announced the merger that created the 
world’s preeminent financial services firm. 

The results since then have been exceptional for our dients. 

Last year we advised on more merger and acquisition activity than anyone 
else — worldwide. And lead managed more than US$29 billion in equities — world- 
wide. We increased our already impressive market share in every category of fixed 
income underwriting — as well as in foreign exchange, commodities, derivatives, 
real estate, securitisations and more — worldwide. 

The list goes on. But the point is simple. 

We have invested years of effort and billions of dollars building an extra- 
ordinary resource for clients around the world. 

And made our most important investment in people. 

People who know how to leverage one another's brainpower and tap any and 
all of the fi rm’s resources. Who share a work ethic that is tireless and a mindset that 
leaves no stone unturned. And who search not for a solution but for the solution that 
serves each client best. 

This global effort has built a powerful momentum. 

One that’s had a positive impact on every task we’ve undertaken for our clients 
throughout 1997 


One great year inspires another. 


MORGAN STANLEY DEAN WITTER 
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Chicago Frankfurt Hong Kong Houston- 
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NEWS: THE AMERICAS 


US in export credit initiative for Asia 


By Nancy Duina In 
Washington and Peter 
Montagnon in London 

The US has launch ed an 
international initiative to 
provide export credit finance 
to Asian countries facing dif- 
ficulties importing the goods 
and components needed to 
sustain their manufacturing 
Industries. 

The initiative, announced 
in congressional testimony 
by the deputy Treasury sec- 
retary, Lawrence Summers, 
follows a proposal from Gob 
Chok Tong, prime minister 
of Singapore, for a multilat- 
eral scheme to guarantee 


letters of credit to Asian 
companies. 

"There is a severe danger 
that the domestic recession 
in these [Asian] economies 
will be prolonged by a short- 
age of short-term trade 
finance," Mr Summers said. 
“Weighed down by debt, the 
financial system in some 
cases has simply ceased to 
function - making it all but 
imp ossible for businesses to 
obtain credit to import vital 
goods and materials.” be 
said. 

Bankers in Indonesia and 
South Korea, the two coun- 
tries worst hit by the credit 
squeeze, have said a short- 


Buenos Aires 
nears $2.8bn 
IMF accord 


age of credit is crippling 
some industries, thwarting 
hopes that devaluation 
would enable them to export 
their way out of debt prob- 
lems. 

Australia announced this 
week that it was making an 
unlimited special export 
credit facility available for 
Indonesia. 

Mr Gob, after meeting 
President Suharto of Indon- 
esia an Tuesday, said his 
scheme would create a 
multilateral committee 
which could guarantee up 
to $20bn in credits for Asia. 
Backing of S8bn should be 
easy to organise, he said. 




It was not immediately 
clear how quickly such an 
amount could be assembled, 
however, given the different 
policies towards cover 
adopted by export credit 

agencies in the industrial 
world. 

Mr James Harmon, chair- 
man of the US Export-Import 
Bank, said he would visit 
Europe next week to 
move the US initiative 
forward. 

Both the US and Australia 
have stepped up export cred- 
its for South Korea, a partic- 
ularly important market for 
Australia and a heavy 
importer of its coal, iron 


ore and farm products. 

Before the crisis, Austra- 
lian companies were pre- 
pared to export to Korea 
without insurance cover, 
said John Moore, industry 
mini ster, but now they 
required guarantees. Austra- 
lia’s A$300m (US$200m) 
cover would support exports 
worth ASlbn a - year, he 
said. 

John Howard. Australia's 
prime minister, announcing 
the programme for Indon- 
esia. said one objective was 
to ensure that the US did not 
use export credits to take 
market share from Austra- 
lia. 


By Ken Warn 
in Buenos Aires 

The board of tbe 
International Monetary 
Fund in Washington was 
yesterday set to approve a 
three-year $2.8bn extended 
fund facility for Argentina. 
The accord sets a target for 
this year's fiscal deficit of 
S3.5bn. against last year's 
&L5bn target, which Argen- 
tina narrowly bettered. 

Tbe government has also 
committed itself to 
restraining the trade deficit 
to no more than $5bn this 
year, implying a current 
account shortfall of about 3.8 
per cent of gross domestic 
product. 

It bas agreed to take “cor- 
rective measures" at any 
point during the year if the 
trade target looks like slip- 
ping out of reach. 

The letter of intent explic- 
itly recognises that recent 
turmoil in the international 
financial markets will affect 
Argentina's trading partners 
and the country itself. 

It acknowledges that GDP 
growth will slow "signifi- 
cantly'' from last year's esti- 
mated 8 per cent, but 
expresses the hope that it 
will bounce back quickly. 


The government’s forecast 
for GDP growth this year, 
unveiled with last Septem- 
ber's budget before the 
Asian crisis broke with full 
force, remains at 5.8 per 
cent 

Under the terms of tbe 
accord, inflation is expected 
to remain at less than 2 per 
cent annually, better than 
the average forecast for 
Argentina's trading part- 
ners. 

Tbe agreement recognises 
that measures adopted by 
the government since the 
Mexican, or "tequila", finan- 
cial crisis in 1995 have 
helped strengthen the bank- 
ing system. 

It points to the privatisa- 
tion of provincial banks, a 
series of mergers and liqui- 
dations, and increased direct 
investment by foreign banks 
as positives for the banking 
system. 

On structural reform, the 
government has committed 
Itself to an overhaul of the 
country's antiquated labour 
laws by the middle of the 
year and moves to make the 
tax system more efficient by 
year-end. 

However, union leaders 
are likely to oppose reforms 
on this scale. 



Monica Lewinsky (centre) hugged by her father In Los Angeles 


Federal prosecutors have shifted the 
focus of their investigation into 
allegations of an affair between President 
Bill Clinton and Monica Lewinsky, a 
former White House worker, to whether 
she withheld testimony until receiving a 
new job in New York, Mark Suzman 
reports from Washington. 

Records show Ms Lewinsky visited the 
White House as many as 37 times after 
being transferred to the Pentagon in April 
1996. Her most recent visit was late last 
December shortly after she was 
subpoenaed to give evidence about an 
alleged relationship with Mr Clinton 
(which he denies) in Paula Jones's sexual 


harassment case. However, it now seems 
she withheld filing a sworn affidavit 
denying such a relationship until receiving 
a job offer, apparently at the 
recommendation of Vernon Jordan, Mr 
Clinton’s friend and adviser. 

The new revelations came as special 
prosecutor Kenneth Starr considered a 
new offer from Ms Lewinsky’s lawyer in 
which she would testify in exchange for 
immunity. Negotiations broke down last 
week. The White House is considering 
invoking executive privilege to stop Mr 
Starr subpoenaing administration 
officials. It also plans a defence fund to 
help pay the president's legal bills. 


Massachusetts counts its hi-tech aces 

Victoria Griffith reports on why there were few tears for the takeover of DEC 


T here are few tears in 
Massachusetts over 
the purchase of the 
once mighty computer group 
Digital Equipment Corpora- 
tion by Texas-based Compaq. 
The news came as no great 
surprise. DEC had been on a 
downward spiral for at least 
a decade; since tbe late 
1980s. its work-force had 
shrunk from 133.000 to 
54,000. DEC employees even 
expressed some relief that 
the association with Compaq 
might bring the group some 
needed stability. 

All of which shows just 
how far Massachusetts bas 
tumbled since its high tech- 
nology glory days of the 
1970s and early 1980s. when 
the words “Route 128" - tbe 
cluster of cutting-edge com- 
panies encircling Boston - 
were as powerful as "Silicon 
Valley", and when tbe 


names of giants such as 
DEC, Lotus, Wang and Data 
General tripped off the 
tongue. All have now been 
purchased or have shrunk 
almost beyond recognition. 

While the high technology 
sector in the state is far from 
crippled, thanks to the vital- 
ity of dozens of small start- 
ups. Massachusetts now 
appears content to play sec- 
ond fiddle to California. In 
1996. venture capitalists gave 
Massachusetts companies 
S83i.5m- The same year, they 
sank Sl-8bn into groups in 
Silicon Valley. 

The region has many 
vibrant corporations, includ- 
ing the enormously success- 
ful computer group EMC. 
but none with the name-rec- 
ognition value of, say. Net- 
scape. 

And while high technology 
employment in Massachu- 


setts is expanding rapidly, 
many of tbe companies 
growing most rapidly in the 
region - such as Sun Micro- 
systems and 3Com - have 
headquarters in California. 
“There are risks to not hav- 
ing large companies head- 
quartered here," says David 
Yoffie. a professor at Har- 
vard Business School. 
"Headquarters provide a fer- 
tile ground for training 
future management and 
launching new spin-offs." 

AnnaLee Saxenian argued 
in a 1994 book called “The 
Regional Advantage" that 
Massachusetts' problem may 
lie in New England's strait- 
laced culture. 

“In California, information 
flows more freely between 
companies." says Ms Saxen- 
ian. “In Massachusetts, 
there’s more secrecy and 
company loyalty, and more 


of a desire to climb the cor- 
porate ladder. . 

She argues that even Mas- 
sachusetts’ venture capital- 
ists. made up largely of blue- 
bloods. are more risk-averse 
than their Californian coun- 
terparts. "People in Massa- 
chusetts dress less exuber- 
antly and appear more 
family-oriented." she 
explains. "In Silicon Valley, 
it's paper aeroplanes and 
popcorn parties at work." 

Massachusetts still holds 
some aces in the high tech- 
nology battle between the 
states: an extremely innova- 
tive work-force. The venera- 
ble Massachusetts Institute 
of Technology provides a 
constant pool of talent to the 
area, and Massachusetts still 
produces more patents per 
capita than any other state 
in tbe US. Indeed, after a low 
point in the early 1990s. high 


technology start-ups in Mas- 
sachusetts are running 
strong. Software and com- 
munications alone, have 
added more than 20.000 jobs 
in the state, since 1992. 

"For a while there, it 
looked like the high technol- 
ogy sector in Massachusetts 
was just going to up and 
die." says Paul Gudonis, now 
president of GTE Internet- 
working Services, and for- 
merly of the Cambridge- 
based internet group BBN. 
“The last five years have 
really seen a renaissance." 

Even Silicon Valley com- 
panies recognise the advan- 
tages of the region. Sun 
Microsystems says the main 
reason it is expanding in 
Massachusetts is to tap the 
state's abundant talent, 
increasingly scarce in Sili- 
con Valley because of the 
fierce competition there. 


“Our exporters are feeing 
fierce, .even' on occt 
asions actively avaricious, 
competition from US export 1 
ers into Indonesia.” Mr 
Howard said. 

"It is very important that 
my government and Austra- 
lia stands up for the inter- 
ests of Australian exporters 
and therefore of Australian 
jobs." 

For the US. Mr Summers . 
said the use of export credit 
facilities was “a win-win 
proposition” because it gave 
an immediate boost to 
exports while speeding the 
long-term recovery of Asian 
markets. 

Santiago 
moves to 
cool 

economy 

By Imogen Mark in Santiago 

Chile's central bank has 
raised interest rates by one 
and a half percentage points ; 
in an effort to. prevent the 
economy overheating. 

In a brief statement late 
on Tuesday, tbe bank said it 
was acting “to support the 
process of adjustment of 
domestic spending". 

In private, bank officials 
said domestic spending had 
been rising faster than 
growth since the second half 
of 1997; both were naming 
ahead of the bank's official 
forecasts for 1998, presented 
in September last year. . 

Since then, tbe impact of 
events in Asia has also 
began to reduce • Chile’s 
export revenues, specifically 
from copper, its main export 
earner. The price . has 
dropped from above a dollar 
a pound to about 80 cents, 
which is expected to cat 
exports by at least $700m 
this year. 

Recent domestic and 
external factors dictated tbe 
latest measures, officials 
said. Bat signs of overheat- , 
ing have been apparent for 
some time. 

Monthly growth, for 
example, has been naming 
at above 8 per cent annual- 
ised since September, well 
above the 6 per cent the cen- 
tral • bank had originally 
expected for the year as a 
whole. 

The central bank's new 
benchmark interbank rate 
will be between 8.5 and 9 .3 
per cent in real terms. Its 
! main impact is likely to be 
on Investment, David Hurd, 
chief analyst at Merrill 
Lynch's Santiago ' office; 
said. 

“Typically, these rates 
will deter corporate 
short-term borrowing for 
working capital - bridging 
loans, for example, for the 
start-up of new projects." 
The immediate impact of the 
increased rates should calm 
the local markets after sev- 
eral weeks' volatility. 

The central bank had 
begun a severe squeeze from 
mid-January by raising its 
overnight rates. Its main 
motive was to try to reduce 
speculation against the 
peso, which had. seen Its . 
value fluctuate sharply from 
October, losing as much as 
13 per cent at its lowest 
point in mid-January. 


NEWS DIGEST 

Fed holds its 
fire on rates 

The US'i’edaal Reserve left interest rates unchanged 
yesterday:at ; 5l5i?er cent, confirming the benign 
Inflationary outlook for the US economy. The decision, 
made at theiyear's first meeting of the policy making 
Federal Open Market Committee, had been widely- 
expected. Although tbe economy grew by a 
fester-than-expeCted 3-8 per cent last year, there has bean 
little sign of Inflation re-emerging. 

Last week Alan Greenspan, Federal Reserve chairman, 
warned that the effect* 5 of t he Asian economic crisis, were 
likely to trigger a slowdown in US growth later this year, 
prompting mar ket specula tion that the Fed’s next move 
might even, be to lower rates. Mark Suzman, Washington 

■ COMPUTER INDUSTRY 

Chip speeds accelerate 

Tbe remorseless acceleration in the performance of 
computer chips c on tin ue** , with three manufacturers this 
week announcing breakthroughs in the “clock speed” of 
their microprocessors. Intel, the leading chi pm a ke r, is 
unveiling thp latest version of its Pentium II processor, 
measured at 450 MHz, which will be available to buyers of 
computer servers workstations in the second half of 

the year. 

At the snmff time both International Business Ma c h i n es 
and Digital Equipment, which recently agreed to be 
gr-rp-rirt »d by Compaq Computer, are demonstrating fixture 
chips with a clock speed of 1,000 MHz. 

The fastest Intel chip on computers today runs at 333 
MHa. The clock speed is . one of the factors that determines 
the overall performance of computer chips. 

Nicholas Denton, San Francisco 

■ BRAZILIAN JOBS 

Slowdown hits labour market 

Unemployment in Brazil last year reached its highest ! 
level since 1992, in one of the first signs that the 
slowdown in economic activity resulting from the Asian 
-crisis is be ginning - to affect the labour market. 

The average rate of unemployment throughout the year 
was 5.7per cent against 5.4 per cent in 1996. according to 
the B razilian government’s Institute for Geography and 
Statistics UBGE). 

Apart from 1992, when the Brazilian economy was m a 
recession provoked by the failed C-ollor economic 
stabilisation plan, last year's unemployment figure was 
the highest since the early. 1980s. The 4B4 per cent jobless 
rate in December, usually a month of heavy economic 
activity, was the highest since 1983. Geoff Dyer, Sdo Paulo 

■ RETAIL BANKING 

US bank charges under fire 

Charges for US retail banking services have increased by 
more than the rate of inflation over the last three years, 
according to a survey released by a consumers' lobby 
group. Small community banks and mutual credit unions 
immediately asserted that the rises- were due to 
widespread mergers in the industry, which have created 
several large banks. 

The biggest change has been seem in charges for 
automated teller machines (ATMs), which are under 
attack in Congress. According to the Consumer 
Federation of America, the average amount charged by 
banks for transactions at their own ATMs increased by 64 
per cent between 1994 and last year. 1 

Over the same period the charge for cashier’s cheques 
increased 10.2 per cent, and for money orders by 12.6 per 
cent The average monthly charge for a regular cheque 
account is 56, while the charge for returning a cheque due 
to insufficient funds is $1739. 

However, banks disputed the findings. The Independent 
Bankers’ Association of America said the comparisons 
were misleading as they did not distinguish between large 
banks and community banks. John Anthers, New York 

■ MILLENNIUM BOMB 

Airline safety ‘at risk’ 

The US Federal Aviation Administration is not properly 
addressing potential computer problems arising from the 
year 2000 “millennium bomb", potentially putting nirHnp 
safety at risk, two reports have warned. 

According to studies by the General Accounting Office 
and the transportation department, the FAA is 
particularly vulnerable to the problem, which arises when 
computer systems use two digit dating systems and are 
unable to distinguish between the year 2000 and 1900. 

“At its current pace [the FAA] will not make it in time," 
the GAO report says. It warns that potential problems 
include "degraded safety, grounded or delayed flights, 
increased airline costs and customer inconvenience". 

FAA officials insist safety will not be threatened and 
that all affected systems will be fixed in time. However, 
Stephen Horn, a California congressman who chaired 
hearings on the issue yesterday, warned that the problem 
could ground up to half of ail flights. Mark Suzman 



ETBA 


Finance 



ECONOMIC & FINANCIAL SERVICES SJL (tarmarty GREEK EXPORTS S-A.) 

INVITATION FOR EXPRESSIONS OF INTEREST 
IN PURCHASING THE ASSETS OF 
NITROGEN FERTILISERS INDUSTRY (A.E.BJU-) S-A. 

ETBA FINANCE ECONOMIC & FINANCIAL SERVICES S A. lloimorl, GREEK 
EXPORTS S.A.). established in Atoens il EialKItionous SO. as special 
Baudot or o J NITROGEN FERTILISERS INDUSTRY (A.E.BALJ SA winch has 
been placed under soeoal rtwidaiian by Decision No 1 - 15.1 38 at itio Westswr, 
Macadams Court ol Appeal, and within I he liamenor* ol article af-a cl Law 
1892/1990. 3S supptemsnred by arwa m of Lau 2000 199’ and ts amondmams 

INVITES 

interested writes u erpress their interest m purchasing toe assets of NITROGEN 
FERTILISERS INDUSTRY iAESALi SA Dy submitting *nthm twenty (SO) 
days from today, a written. non-tnrx6ng erpresson ol interest 

Summary data on the company under liquidation 


NITROGEN FERTILISERS INDUSTRY [A.E B A.L1 SA it esiaCli-Jxrf >n toe 
mmnwwiny of PitHomas in the Prefociura of Koran ana is rnsnutea on jpot 
aba in ’ .792,220 m‘ m area 

The factory bes atom J km Kuto-oaa s' Plolamac and about IB «pt. ncnn-MKl 
of Kazan. 

The company produces nrlrc-jenous ferWcera i55?« riiTnc acid, mfnc ammonia 
3A.5-O-0: calcareous mate ammonia 26-0-0: sulphuric ammonia 21-0-0 
cryc Uliana) and compound fertilisers 15-20-0. 20-10-0. 20-1A-0 Z*- 12-0. 
11-15-15. 20-10-10 PIC. 

Dan on the auction for the Mgrtesl bidder 

7 An Often ng Memorandum drafted try the liquidator with a detailed 
description of the total assets tor sate and any othor supplementary 
mtoimauan thai may M useful to toe prospective buyer. 

2, Prospective buyers, after signing a eonfldenaaWy agreement, may tvsem 
too Offannci Memorandum from the offi i*s el toe I'QuvJalpig c omp any They 
writ atso have access lb any other information toey may ikbwm and bn able 
to visit toe pronases of toe company under Squidatran 
3 The procedure for conducting toe auction tot me highest (wider wif be 
pubfctoed wenm toe toga! time limits and in ire cane newspapers in which 
toe present invnaton has appeared. 

For further iritorntaDon. mtwwfed parties may apply to ETBA FINANCE SA. 
i EfBwtoenovs i ’/as Censtantmou Street. Athens i >6 35. Greece 
ML (301) 72WR10. 72SK?B. 7260506 and fa*. (301/ 7260664 
and at toe cempa.iy'e factory to Ptofcmen. 
tel. (304631 22241 and la- |30«3) 28622 


Too few hotels were built in New York during the 1990s, but change is on the way 

Loss of staying power in the Big Apple 


By Richard Tomkins 
in New York 

I f you're planning to visit 
New York City this year, 
better do it now. These 
chilly weeks of the low sea- 
son may be the last opportu- 
nity you get to find a room 
in the hotel of your choice - 
or indeed, any room at all. 

New York is bursting with 
visitors, and so are its 
hotels. According to prelimi- 
nary estimates by PKF Con- 
sulting. a L'S hotel consul- 
tancy. occupancy levels rose 
to S3 per cent last year, a 
post-war record. 

Occupancy levels this high 
mean that hotels are ip 
effect full for most of the 
year. The figure falls below 
100 per cent only because of 
the rooms left vacant m Jan- 
uary and February and at 
weekends outside the tourist 
season. 

At other times, most busi- 
ness and leisure travellers 
arriving without reserva- 
tions face the prospect of a 
desperate search for accom- 
modation. 

Some trade up to luxury 
hotels costing much more 
than they, or their compa- 
nies. had planned to pay. 
The more thrifty stay far 
away from Manhattan In air- 


New York City hotels: book now 
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port hotels or in New Jersey 
- or develop sudden yearn- 
ings to re-establish contact 
with long-lost friends and 
relatives in the city. 

Why the crush? Travel and 
tourism is rising in most 
parts of the US. largely 
because of continued eco- 
nomic growth. But in the US 
as a whole, hotel occupancy 
levels are falling because the 
rate of new hotel building is 



exceeding the growth in 
demand. 

New York, in contrast, has 
seen very little hotel devel- 
opment in the 1990s because, 
even though occupancy lev- 
els and room rates have 
risen, high real estate and 
construction costs have 
made it difficult to get finan- 
cing for new projects. 

Meanwhile, New York has 
been attracting more busi- 


ness visitors and - tourists 
than at any time In its his- 
tory, thanks to the city's 
well-publicised efforts to • 
clean up the streets, and 
parks, revitalise Times 
Square and crack down on- 
crime. The number of mur- 
ders fell from 984 to 767 last . 
year, the lowest figure since, 
1967. 

. "New York, as _a city has 
never been cleaner, safer 


and more attractive as a des- 
tination." says Arthur Adler, 
a partner with Cooper & 
. Lybrand's lodging and gam- 
ing consultancy in New 
York. “It’s got it all going for 
it right now." 

According to the New 
York Convention & Visitors 
Bureau, the number of busi- 
ness and leisure travellers 
arriving in the city reached 
a record 31.9m last year, and 
the bureau expects the fig- 
tire to climb to 32.5m in 1998. 
putting an even greater bur- 
den on the available hotel 
space. 

In response to the rising 
demand - and the resultant 
increase in room rates, 
which rose nearly 10 ‘per 
cant last . year - some hotel 
projects are getting under 
way, but hot enough to 
-make much, short-term 
impact on the room short- 
age. 

In .midtown Manhattan, a 
.Marriott. Courtyard hotel 
and the’ Fitzpatrick Grand 
Central arebeing converted 
from office buildings, 
and another Marriott Court- 
yard hotel is. under. construe- 
.tioh. • . 

In Brooklyn,- the 374-room 
New York Harriott Brook- 
lyn',. now -nearing, comple- 
tion,. is about to become the 


area's first new hotel in 68 
years. 

At least 20 other hotel pro- 
jects are being discussed or 
planned. But John Fox, 
senior vice president of PKF 
Consulting, says many will 
never be built because of 
well-founded worries among 
bank lenders about the 
boom-and-bust cycle which 
so often hits the hotel indus- 
try. 

New York has seen hotel 
building booms in the past - 
most recently, in the mid- 
1960s and from the iafa» 1970s 
to the mid 1980s - only for 
them to have ended in over- 
capacity, declining room 
rates, and defaults on 
loans. 

Mr Fox says that in 1991, 
the bottom of the last cycle, 
overcapacity in the hotel 
.industry was so severe that 
more than a third of the 
hotels in the US were failing 
to earn enough operating 
. profits to pay the interest 
charges on their debt 

"Lenders are very conser- 
vative today, • particularly 
because of what happpened 
In the most recent cycle," Mr 
Fox says. “They really got 
hurt badly in 1991, 1992 and 
1993. So it' wasn't very long 
3go that things 1 Were, consul- ' 
wably worse;" . ". : '• ' .. 
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to work for you in Capital Markets 


Hie major factor in Equities — thanks to a world of great clients. 

Thanks to the clients — large and small — who made us the leader in 1997 And thanks 
to IFR for naming us Global Equity House of The Year and Equity Derivatives House of The Year: And 
to Institutional Investor for ranking our Global Equity Research as the “best in the world.” 

But clients turn to us not simply for help in buying or selling equities. 

Issuers are looking for the right structure. The right investors. Rapid response to block 
trades. Innovation in convertibles. Strength in REITs. And not just the broadest distribution but 
also the right balance of distribution — among institutional and retail, domestic and inter- 
national investors. 

- . Investors look to us for a market-leading presence in all aspects of equity investing. In 
trading and sales, they want not just ordinary shares, but also programme trading, derivatives and 
convertibles. In research, they want globally integrated teams that highlight themes that will 
dominate performance around the world. They want MSCI, the leading investment benchmark, 
as well as a global capability in Prime Brokerage and Stock Lending thats unequalled. 

Leadership in Fixed Income — thanks to a world of great dients. 

We’ve increased our market share in virtually every category of fixed income under- 
writing including investment grade debt, high-yield debt, securitisations and structured transactions. 

Clients count on our innovative thinking and industry' knowledge to help find the 
precise strategic solution for each situation. They also rely on our ability to bring together 
investors and issuers who understand one another — and our hard work in seeing that both 
issuers and investors realise optimum benefit over the life of their bonds. 

Growing global strength in Commodities and Foreign Exchange. 

We helped clients in energy, metals and electricity by coming up with innovations to 
assist them with long-range commodity price risk management. 

And foreign exchange clients helped us strengthen our leadership position in the 
market. Through calm and volatile times, they continue to rely on our broad access to — and 
deep understanding of — capital flows around the world. 
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NEWS: ASIA-PACIFIC 


HK banks warned over profits 


By John Ridding 
in Hong Kong 

Hong Kong's 1 banks this year 
can expect slower loan 
growth, narrower interest 
margins and a rise In bad 
debts, a senior industry reg- 
ulator warned yesterday. 

But David Carse. acting 
chief executive of the Hong 
Kong Monetary Authority, 
said problems in the indus- 
try arising from the regional 
financial upheaval would be 
limited to pressures on prof- 
itability. There would be no 
threat to solvency. 

“This is one of the worst 
financial crises to hit the 
world this century." said Mr 
Carse. “But so Ear we see the 
impact in Hong Kong as fall- 
ing wi thin the normal range 
you would expect In a down- 
turn.'’ 

He said that bad loans 
accounted for less than 2 per 
cent of total len ding at the 


Hong Kong property; exposed 


End December 1997* 


Amount outstanding 
(HKSbn) 


As % of loans 
lor use in HK 


phspehydBv&opmeat'- 

'•mas':' 

73 

Industrial 

2.0 

0.1 

. ResidentJaf * V- ' i 


{ .' V '• 3.i : 

Commercial 

24.0 

IS 

Others . ' ’ ~ . 


' •' ;2S- 

'£rope^InvKtoiSt / 

■272.7; " ’ 

'• 1; “13.4; 

Industrial 

9.26 

0.5 

Resfdarnial ■: ' ' 

■T'ai A- 

•• &4; 

Commercial 

99.1 

4.9 

.'Others . ; . - .. • 

' as if,:-. 

- 1.B ■ 

Purchase of residential property 

480.3 

23 £ 

Total '-TV/V;.-:- • 

902.0 

44.2 1 


end of September. The finan- 
cial standing and manage- 
ment of the territory’s banks 
were strong. 

Interest rates have risen in 
recent months amid fears 
about the linkage of the 
Hong Kong currency to the 


*M unbonoAd instuMns 

US dollar, prompting an 
abrupt downturn In the 
economy. Property prices 
have fallen by more than 30 
per cent since last autumn, 
raising concerns about the 
banking sector. 

Mr Carse described prop- 


erty loan growth of about 30 

per cent last year as “exces- 
sive". Property-related loans 
rose to about 44 per cent of 
total lending, compared with 
HKMA guidelines of 40 per 
cent 

However, Mr Carse said 
the risk of concentration 
was mitigated by several fac- 
tors. 

Mr Carse said overdue 
mortgage loans accounted 
for only 0.1 per cent of the 
total at the end or last Sep- 
tember. Banks had contin- 
ued to apply prudent lending 
criteria and previous down- 
turns in the sector had 
shown only a slight increase 
in nan-performing loans. 

Mortgage lending slowed 
sharply In the fourth quarter 
of last year. The HKMA 
expects total loan growth to 
slow to between 10 and 15 
per cent this year, compared 
with 23 per cent lo 1997. 
Combined with tighter mar- 


gins, most analysts predict 
pressure on banks' profits. 

However, Mr Carse said 
banks had budgeted for rea- 
sonable profits this year. 
While much depended on the 
trend of money market inter- 
est rates, he said the fall in 
Hong Kong inter-bank 
offered rate over recent days 
was encouraging. 

Three-month interest rates 
fell to 9 per cent yesterday, 
from just under IQ per cent 
Late on Tuesday. Last month 
they climbed to 14 per cent 
as the regional crisis intensi- 
fied and fears grew for the 
Hong Kong dollar. 

In spite of the severity of 
the regional downturn, Mr 
Carse said Hong Kong's 
banks and other institutions 
were stronger and better 
managed than some of their 
counterparts elsewhere in 
Asia. "We have not seen the 
problems of Thailand or 
Indonesia,” he said. 


Move seen as a way to force industrial conglomerates to restructure 

Korea to allow foreign takeover bids 


By John Burton in Seoul 

Foreign investors will be able to 
make hostile takeover bids for South 
Korean companies in a move 
designed to force the nation's lead- 
ing conglomerates, or chaebol, to 
restructure. 

The proposal announced yesterday 
by Korea's new government t already 
signalled in the International Mone- 
tary Fund rescue package agreed 
last monthv is a part of programme 
of measures that will probably result 
in debt-laden industrial groups aban- 
doning excess diversification and 
concentre ting on core businesses. 

Under legislation to be submitted 
to parliament this month, foreign 
investors can buy up to a third of a 
company's shares without the 
approval of its board. 

This could make most of the top 30 
chaebol vulnerable to foreign take- 
overs since current owners control 
on average only 27 per cent of 
shares. 

Foreign investors will no longer be 
required to gain state approval for 
takeovers of companies with assets 
of Won2,Q00bn ($1.3bn) or more, 
although defence and other strategic 
industries such as the electricity 
monopoly will remain protected. 

Corporate defences against hostile 


takeovers will also be improved, 
inclu ding easing rules on share buy- 
backs and allowing increased cross- 
holdings among chaebol subsidiaries. 

Analysts said the chaebol, whicb 
are suffering from capital shortages 
because of slower sales, will be 
forced to reduce their sprawling 


shareholders to challenge manage- 
ment. including the dismissal of 
executives, through collective law- 
suits. 

Banks will be encouraged to con- 
duct debt-for-equity swaps that will 
reduce the control of the current 
owners, while helping companies to 


The trade unions have indicated they 
would accept labour reforms if the 
government took steps to reduce the 
power of the chaebols family owners 


empires by selling subsidiaries to 
raise funds if they are to protect 
their mast important businesses 
against hostile takeovers. 

Other measures to force the chae- 
bol to reform include imposing tax 
penalties on excessive borrowing 
and debt payment guarantees among 
subsidiaries. 

The chaebol will be required to 
produce consolidated financial 
accounts from fiscal year 1999. an 
important step toward corporate 
transparency. 

New powers will given to minority 


solve financial problems caused by 
large debts. 

The chaebol will be expected to 
submit plans for recapitalisation or 
debt reduction when applying for 
new loans from banks. 

The reforms are linked to efforts 
to introduce labour market flexibil- 
ity to allow the sacking of workers 
who now enjoy lifetime employment 
guarantees. 

The trade unions have indicated 
they would accept labour reforms if 
the government took steps to reduce 
the power of the chaebol's family 


owners. They have been blamed for 
causing Korea's financial crisis by 
borrowing heavily to finance reck- 
less industrial expansion. 

The dissident Korean Confedera- 
tion of Trade Unions yesterday 
threatened to stage a limited strike 
action tomorrow to protest against 
the labour reform unless the govern- 
ment took strong action against 
chaebol owners. The union group 
claimed workers were so far bearing 
the brunt of the nation's economic 
problems. 

Analysts expect a wave of foreign 
takeovers in Korea, which has long 
discouraged investments from 
abroad, if the reform legislation 
affecting the chaebol and labour are 
approved. 

Foreign investors, mainly hedge or 
mutual funds, have already become 
the biggest shareholders in 16 com- 
panies since the foreign sharehold- 
ing limit in listed companies was 
raised to 50 per cent in December. 

The chaebol also might he forced 
to swap businesses to promote con- 
centration in core Industries, such as 
Samsung possibly exchanging its 
new car unit for Hyundai's ailing 
semiconductor business. Hyundai is 
Korea's leading car producer, while 
Samsung is the biggest semiconduc- 
tor company. 


China to 
finance 
housing 
loans 


By James Harding, 
in Shanghai 

China will allocate YnlOObn 
($ 12 bn) for housing loans 
this year, to encourage 
borne ownership and spur 
the fledgling residential 
property market. 

The commitment to build- 
ing a mortgage industry is 
part of a scries of property 
market reforms. Beijing is 
trying to encourage, more 
people to buy their own 
homes and ease the burden 
on the state, which has for 
more than a generation pro- 
vided housing for Chinese 
citizens. 

Encouraging lending to 
stimulate housing purchases 
is also one of & range of 
measures the government 
has identified as a way of 
reinvigarating domestic 
demand growth. 

Hou Jie, Chine's construc- 
tion minister, announced 
that YnlOObn had been ear- 
marked for housing loans in 
an official report Issued yes- 
terday. He said he expected 
"rational and stable growth 
in real estate development 
and investment during 
1998". 

Apartment sales to private 
citizens in mainland China 
were worth Yn42.lbo in the 
first 10 months of 1997, up 
41.8 per cent from the same 
period In the previous year, 
according to the report pub- 
lished by Xinhua, the offi- 
cial . government . news 
agency. New house building 
also grew rapidly, as nearly 
lbn sq m of new homes was 
built last year. 

Beijing has sought to ease 
some of the restrictions on 
Individual borrowing to 
enable the growing middle 
class own their own homes 
- a few state commercial 
banks have been allowed to 
start mortgage services and 
a lending plan has been 
introduced to help low- and 
medium-income working 
families buy houses. 

Traditionally, the state or 
the work units of state- 
owned companies have pro- 
vided accommodation. . 
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recession 


I t feels like a Golden 
Recession. ' The official 
Japanese statistics may 
be dismal: the economy con- 
tracted by 14 per. cent in the 
six months to September last 
year, new vehicle sales last 
month fell 24 per cent while 
supermarket sales figures 
for 1997 foil 2 j 8 per cent. But 
the streets are not filled with 
the homeless, high street 
shops are not boarded up 
and there is' evidence of 
pockets of spending. 

Y n'min n T analca , a 24-year 
office worker, recently spent 
Y3.5m (827.700) on a four- 
wheel -drive Mitsubishi and 
has also taken a holiday to 
Hong Kong cm a shopping 
tour. “I didn't like the car I 
bought a year ago so I 
decided to change it for a 
new one." she says blithely. 

Ms Tanaka is not the only 
one with the propensity to 
spend. In Shibuya, one of 
Tokyo's main shopping areas 
popular with the young, the 
streets are packed and there 
is a five-minute queue to pay 
for a compact disc at Tower 
Records. 

“The young are among the 
few groups supporting con- 
sumption in Japan at the 
moment," says Ken Egusa, 
retail analyst at UBS in 
Tokyo. Those in their 20s 
with jobs but no dependants 
and teenagers who work 
part-time are buying per- 
sonal items including cloth- 
ing, footwear and accesso-. 
ries, and talcing trips ah road 
European luxury goods 
manufacturers are still 
experiencing steady demand. 
Bulgari. the up-market jew- 
ellers. for example, expects 
turnover for the past year to 
increase 26 per cent and 
plans to open more stores. . 

Although not spending as 
lavishly as during the eco- 
nomic "bubble" of the late 
1980s, consumers in the top 
income brackets have not 
turned the tap off completely 
either, say analysts. Toshiko 
Binder, retail analyst at 
HSBC Janies Capel in Tokyo, 
says that over toe past cou- 


China and Japan yesterday 
took -a significant step 
towards im pr ovi ng relations 
when they agreed to resume 
defence discussions after a 
break of more than eight 
years, Michiyo Nakamoto 
reports from Tokyo. 

Chi Haotian, China’s min- 
ister of defence, and Ftunio 
Kynma, director general of 
Japan’s defence agency, 
agreed in Tokyo thatmlli- 
tary leaders from China and 
Japan should soon visit each 
other’s countries. They also 
agreed Mr Kyuma should 
visit China early this year. 

The meetings win be the 
first top-level defence dis- 
cussions since the 1989 Tian- 
anmen Square massacre. 

pie of years, low income 
households have cut their 
spending, while those with 
Vii ghpr incomes seem to have 
been less affected by toe 
downturn. 

But spending by toe rich 
and toe young has not offset 
the fan in consumption by 
the country’s core spenders 
- people In their 30s and 40s. 
Comprising a third of the 
population, they have been 
the main buyers of house- 
hold goods, electronic equip- 
ment and cars. Faced with 
declining incomes and 
hwrraasing uncertainty over 
jobs, many households have 
deferred spending on. large 
ticket Items. 

Office workers, who 
bought property and have 
mortgages - often lasting 
more than 30 years - have 
become especially cautious. 

Economists warn that 
things could get worse, espe- 
cially unemployment, now at 
a record high of 3.5 per cent 
and expected to rise. 
Although the government 

has announced cuts in 
income tax of Y26.000 per 
worker over next month, 
scepticism is rising overuts 
effectiveness in fuelling con- 
sumer demand. ' 

Emiko Terazono 



When business comes 
to Turkey, 

banking comes to iktisat. 


In a global economy, the demands of foreign trade 
finance require a reliable partner. A partner with the 
competence, experience and imagination to find the 
right solution for your opportunity. 

As Turkey's full service merchant banking group, 
Iktisat has the resources, professional organization 
and technology to make fast, informed decisions to 
meet your trade finance needs. 

And people with the commitment to building 
relationships that lead to success. 

Find out why iktisat is the choice in Turkey for more 
than 1,500 correspondent banks around the world. 
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for you in Mergers and Acquisitions 


No. 1 in M&A worldwide — thanks to a world of great clients. 

In a rapidly changing world, we have consistendy been the leading merger and 
acquisition advisor. Our experience is without equal. 

For the record: 

- 1997 — No. i worldwide in M&A transaction volume. 

The 1990s — No. 1 worldwide in M&A transaction volume. 

Since 1980 — No. 1 worldwide in M&A transaction volume. 

Clients view us as their Strategic Advisor of Choice. 

And they do so for three reasons — Focus on Client Relationships, Global 
Experience and Premier Execution. 

They know that we can execute any strategy and, therefore, we’ll create the right 
strategy. They know we’ll show them all — not just some — of their options. And that we will 
leave no stone unturned in pursuing a successful outcome for them. 

They rely on us to provide all the elements for success. 

. Our clients want to know the right value for a company or a division. The right 
structure for a transaction or a financing. They want to find the right partner for a venture or 
a merger. And make the right contacts in the right markets around the world. 

The key is having the right people for every assignment. 

Especially people who can make it all happen. 

Our strategic advisory teams — selected from a global community of professionals 
from all disciplines — bring a uniquely tailored approach to each client. They’re people who 
know industries as well as companies. People who work closely with one another as well as 
their client. People who share a single approach: there is always a best way to do something. 
Find it and bring it to a successful conclusion. 
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Palestinians claim approval of building projects in east Jerusalem could ‘kill peace process’ 

Israel confirms new settlement plans 


By Judy Dempsey 
In Jerusalem 

Israel's interior ministry 
yesterday confirmed it had 
approved plans to build a 
new Jewish settlement in 
Ras al-Amud in east Jerusa- 
lem. a decision which Pales- 
tinians said could '‘kill the 
peace process". 

The approval, published in 
the government's official 
gazette, was welcomed by 
Ehud Olmert. mayor of Jeru- 
salem. but criticised by Ben- 
jamin Netanyahu, Israel's 
prime minister. 

It coincides with growing 
frustration by Washington 
in its attempts to revive the 
peace process as well as its 
failure to persuade Israel to 
stop taking unilateral steps 


such as expanding existing 
settlements or building new 
ones. 

Moreover, the decision is 
the last thing Washington 
wanted while Madeleine 
Albright. US secretary of 
state, tries to muster support 
from the Arab world Tor a 
possible US strike against 
Iraq. Some Arab states have 
been critical of Washington's 
inability to moderate Israel's 
hardline stance on the Mid- 
dle East peace negotiations. 

"If the plan goes ahead." 
said Saeb Erekat, chief Pal- 
estinian negotiator, “it 
reflects Israeli intentions to 
kill the peace process. This 
is a very serious and danger- 
ous issue." 

But Mr Olmert, a rival of 
Mr Netanyahu, said be 


would not block the project. 
“When the government 
approves building projects, it 
does not do so in order not 
to build. Please explain to 
me how 1 could go against 
the approval by the interior 
minis try " 

Mr Olmert. standing again 
as mayor in elections due 
later this year. has. like Mr 
Netanyahu, always defended 
building anywhere in Jeru- 
salem even though the 
future of the city is supposed 
to be left until final status 
talks. 

His plans to build on Ras 
al-Amud were thwarted last 
summer when Mr Netan- 
yahu. under pressure from 
the US. blocked plans by Irv- 
ing Moskowitz. a Miami- 
based milli onaire and Ortho- 


dox Jew, to build 132 homes 
in Ras al-Amud because it 
was a “security risk". But 
the interior ministry's deci- 
sion could give Mr Olmert 
sufficient leverage to press 
ahead with the project. 

Israeli and Palestinian 
peace activists have critic- 
ised the project because it 
links permission for Pales- 
tinians to build 600 homes 
on Ras al-Amud to Jews 
building there as welL 

Such permission by the 
interior ministry' had been 
held up until last month, 
when Palestinians sought 
construction approval 
through the Supreme Court. 
The court asked the interior 
ministry to issue a decision. 
“The approval [for the two 
projects] was granted." said 


Matityahu Houta. the Jeru- 
salem district commissioner 

at the Interior ministry. 

Much will depend cm how 
Mr Netanyahu will respond. 
David Bar-Ill an. his senior 
adviser, said there would be 
“no construction. There 
have been many indications 
that it wUl disturb the bal- 
ance of life in Jerusalem at 
this point”. 

But even if the prime min- 
ister postpones any con- 
struction. the government 
has already approved an 
even more controversial 
plan - the E-l development 
scheme. This is the first time 
in which a Jewish settle- 
ment, Ma'ale Adumin, the 
largest and most populous 
settlement in the West Bank, 
would be linked directly to 


the city of Jerusalem. 

According to a report pub- 
lished by the Foundation for 
Middle East Peace, a' Wash- 
ington-based Independent 
research centre. • the E-l 
scheme would develop 
“Israeli Greater Jerusalem 
and its satellite settlement 
cities as an economically 
viable metropolis spread 
over the West Bank's core, 
and integrated within 
Israel." Arab east Jerusalem, 
it added, would end up being 
a “permanent and discon- 
nected sprawl of predomi- 
nantly squalid neighbour- 
hoods". It would he 
completely cut off from its 
West Bank hinterland. 

Municipality officials said 
the E-l plan was scheduled 
to begin in about two years. 


Rush for the spoils of Africa’s Kuwait 

Antony Goldman finds the reality amid the rags and riches of a tiny country that struck oil 


T be capital's two 
hotels, deserted and 
without running 
water or electricity just a 
few years ago. now boast sat- 
ellite antennae. Imported 
beer, testy oil workers and 
businessmen hoping to 
board Africa’s newest gravy 
train. 

The statistics for tbe 
Republic of Equatorial 
Guinea, explain why: the 
economy grew by more than 
40 per cent in 1996 and about 
50 per cent in 1997; oil pro- 
duction, virtually nil two 
years ago. now tops 80,000 
barrels a day: and the big- 
gest operator. Mobil, is seek- 
ing to invest gl.2bn to 
expand and develop the sec- 
tor still further. All of this In 
a country with a population 
of just 400,000 that was. until 
recently, almost entirely 
dependent on aid. 

Once among the least 
accessible countries, the for- 
mer Spanish colony, known 
then as Fernando Po, now 
has three direct flights to 
Europe a week and more 
planned, while new links to 
neighbouring capitals are 
also being forged. 

"We're very happy to be 
here." says Art Green, 
Mobil's senior local execu- 
tive. “It’s an exciting pros- 
pect. the people work hard 
and the environment is very 
encouraging." 

Government officials, how- 
ever, are less enthusiastic. 
“The oil companies are get- 
ting rich while our people 
receive nothing." complains 
a senior, conservative offi- 
cial in the ruling Partido 
Democrat! co de Guinea Ecu- 
atoriaL 

Teodoro Obiang Nguema 
Mbasogo. the president, who 
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in 1979 led the coup which 
ended a decade of tyranny 
under his predecessor 
Macias Nguema - tbe 
self-styled “Unique Miracle" 
- is more circumspect. “We 
need to talk about new ideas 
with the operators, to look at 
royalties, tax thresholds and 
equity participation." be 
said. "After all. we are stake- 
holders as well." 

Mobil and other operators 
respond cautiously. “Sensi- 
tive negotiations are con- 
tinuing." said one executive, 
"but we are taking the risks 
and breaking tbe new 
ground." Three US-based 
independent oil companies - 
United Meridian Corpora- 
tion, CMS Nomeco and Tri- 
ton - have hopes of match- 
ing Mobil's success. 

Meanwhile, two other US 
oil independents - CMS 
Energy. Nomeco's parent 




company, and Samedan Oil. 
a subsidiary of Noble Affili- 
ates - last week completed a 
$300m deal with the govern- 
ment for the construction of 
a methanol plant outside the 
capital, the biggest project in 
Equatorial Guinea's history. 

“This will be hugely bene- 
ficial to the country." said 
James Cook, a CMS official 
"It will bring jobs for local 
people, money for the gov- 
ernment and help stop the 
flaring of gas." The new 
industry could generate rev- 
enue equivalent to a further 
25,000 b/d of oil. 

Oil companies were 
attracted to Equatorial 
Guinea in the early 1990s 
because of the favourable 
terms they received. Smaller 
companies fear that contrac- 
tual revisions, combined 
with political uncertainty, 
official corruption, govern- 


ment inertia and ethnic ten- 
sion, will constrain efforts to 
bring in new players. 

“Obiang is 20 years ahead 
of his ministers in his way of 
thinking and doing busi- 
ness," says one executive, 
“and that can create prob- 
lems at the level of imple- 
mentation." 

Four-wheel-drive vehicles 
meandering along tbe long 
faded elegance of Spanish 
colonial boulevards are indi- 
cations that a small dlite is. 
however, already managing 
to enjoy a slice of the new 
wealth. 

Development priorities, 
though, seem at best eccen- 
tric: for a privileged few 
mobile phones are all the 
rage, while in many parts of 
the country' electricity and 
running water are long- 
forgotten luxuries. 

Developing inequalities 


and frustrated expectations 
have stirred old ethnic ten- 
sions. State radio recently 
reported an unprecedented 
attack against a police sta- 
tion 50km from the capital 
Malabo in which four sol- 
diers were killed. 

There were other reports 
of additional casualties and 
ritual killings in a series of 
incidents involving a clan- 
destine movement fighting 
for independence for the 
island part of the country. 
Government officials have 
hinted that they believe 
Nigerians were involved in 
the violence, which could 
farther complJcate an 
already sensitive dispute 
over the demarcation of the 
maritime border between the 
two countries, where Mobil’s 
Zafiro field is located. 

Opposition parties, legal- 
ised only in 1992. believe 


that while the new commer- 
cial interests are helping to 
sustain a political system 
they still regard as corrupt 
and dictatorial, there have 
nevertheless been benefits. 

"Now the country is less 
isolated," concedes Placido 
Miko of the Convergence for 
Social Democracy. “With so 
many foreigners around, at 
least here - in Malabo, 
repression has eased and 
it is easier for us to 
operate." 

Meanwhile, government 
officials believe oQ has the 
capacity to transform Equa- 
torial Guinea into an African 
Kuwait. “We are so small 
that even our biggest needs 
can be met,'' said Mr Obiang. 
"We refuse to repeat the mis- 
takes made by our neigh- 
bours. All we need is trust 
and co-operation from our 
partners." 
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HELLENIC INDUSTRIAL DEVELOPMENT BANK S.A. 

S.A. Reg. No.: ETVA 6076/06/B/86/1 5 
INVITATION TO A PUBLIC TENDER FOR THE HIGHEST BID 
CONCERNING THE SALE OF THE LAND - PLOT (WITH WAREHOUSE) 

IN THE MAGOULA AREA OF THE ATTICA PREFECTURE 
OWNED BY “SHIPYARDS OF GREECE" S.A 

1. Tho HELLENIC INDUSTRIAL DEVELOPMENT BANK SA. I ETBA). the only sharefvstaer o! "SHIPYARDS OF 
GREECE' SA. and on ns behalf. calls a Pubfc Tender lor the Highest Bid according to Law 2000'S' 1 3-' sale o 1 
the land - plot situated In the area ol the Maqoula Community r. (he Attica Prefecture, along win the vnarehouse 
situated in the land ■ ptoL owned by "SHIPYARDS OF GREECE S.A.". 

2. The asset on sale rs a land - plot with a lotai aiea of 35.150 23 nr not included in the icon plan ana within the area 
of the future expansion of the town pfan. (aofcing on ro the road connecting (he motorway wnh the Magoufa 
Community from the new Elefsma Interchange. The land ■ plot is at a cSsutnce of appropriately 1.000 metres from 
the Magoula settlement, and approximately 200 monos tram the now Stavros ■ Elafsma rcctvwa f- On the land - 
ptoi. there is an old warehouse with a total area ol approximately 2.000 rrf. This warehouse is leased to MA3S S-A . 
a subsidiary ol ETBA 

3. The parties interested m submitting an offer may visit the asset on sate. 3nq.Qi receive mfonraber. ter the essential 
terms of the contract oJ the 'warehouse lease, after communwaling with ETBA. 

4. This Pubic Tender for the Highest B«d is earned out within the Iramcwort 1 . of the provisions and terms scecd^d m 
this inviniion The submission ol a binding otter implies ihe unreserved acceptance of afl these terms 

The submission ol the sealed written binding offers shall be marie try the interested parties rrs person cr [trough a 
duly authorised person, not later than 27 02.98 at 14:00 hours. 

Overdue offers as well as oilers not accompanied by a guarantee totter icf. paragraph 5 below I shaB ns: be 
accepted. Otters shall be binding and should accurately quale tho proposed purchasing price cf the and ■ piot. as 
wed as the payment terms in detail, n cash or by credit, stating rho number at instalments, then payment time and 
the proposed interest rate 

In case: 

ta) the method ot payment. tb| the inteiest bearing or non interest -beanng nature of the instalments and 'si the 
interest rate of the instalments, are not staled, it shall be assumed, tor the calculation of the price, that o, (he 
amount snaS bo pate in cash. ibr the instalments Shan be interest bearing and ’c) the instalments stall be computed 
on the basis of the interest rale applicable lo the last one-year interest- bearing bonds ol the Greek Stale issued 
before the evaluation. 

Offers should not indude terms co*-nM«nng their binding nature or involving amaigudies as far as me amount u the 
payment conditions ol the ottered price ate concerned or any other issues which are essentia! the sale. ETBA 
reserves rha nght. under its unquestionable lodgement, to reject offers including terms and conditions rfraspecirre 
although such offers outweigh others, w consoler suen terms not vaUd. m which case the offer remains fcircsig as to 
me rest of its content. 

5. Offers shall be accompanied by a guarantee letter by a Bank legally operating an Greece for the amount 
Gi.D.50.000.000 or for the equal amount m US dollars, calculated on the bass cl the official Fuing rate ouasshed by 
the Bank ol Greece on the date before the offer is suOm atari A draft of this guarantee tetter may be received by the 

interested parties from ETBA. 

fn case the buyer that has submitted a guarantee loner, even though has been announced as the !egti«! tatter. 
violates any terms of this Tender or docs not meet his other obligations simulated by this invitation or does net 
appear and sign the relevant contract wrtwn twenty ,201 days iiom the relevant «virauon of ETBA. tho amount cf 
Gr.DJ50.000.000 guaranteed In tho guarantee tenor shall to forfeited in favour cf ETBA in order to erre.- an, iirg d 
expenses and costs tar te serwws. as wen as any positive or consequential lose, without ETBA Ming latte to 
produce evidence for such expenses and coals. and m any case as a penal clausa wfwfi is umeserve&y accepted 
By Tenderers. 

The guarantee letters submitted lor the pan ka pa: on m this procedure, shall be temnwc 13 ihe ether Tenderers alter 
the adjudication, to the second fn toic m the classification table upon signing ot the oo react and to (he buyer upen 
fulfilment ot Ihe terms of the transfer contract. 

6. In addition to their Dnancial offer, interested buyers should also submit a proposal for the guarantees prjvdcte m 
order to secure any pnee on credit The mate criteria tar the evaluation of the offers shall tre the proposed pree and 
me guarantees pranded in ardor 10 secure any pnea on credit. 

It should be noted that m case of an offer whereby a pan of the pnee is 10 be paid on creflii. i» evoiuj-jor. shat! be 
based also on the present value when shall be computed an the base of me interest rate applicable ro the lap- c no- 
year imetesi -tearing bends ot the Greek State issued before the evaluation. In add Lon. offers Shov’d he Submitted 
m foreign currency, for ihe? evaluation Chose utters shall be calculated on the baste of the Bank of Greece Drachma 
fixing rate valid on me last day on which binding offer: tor Ihte Tender should be submitted, i e. 26.02. i 99 d. 

7. This invitation dooc not constitute a proposal on the preparation at a contract but an mvnacon re the tender. 
Therefore, the submrjswii of binding offers does not entail any adjudication nght tor me sale and generally 'enriarers 
are not granted any right or claim against ETBA andt’or "SHIPYARDS OF GREECE SA" deriving from this invteKm 
ot from thmr participation in the Tender lor any reason whatsoever. 

Fcr any further Information and In order to receive me u fimni w nitoned draft of Uw guarantee letter, 
fo te reatod parties may co n tact the ETBA HokSngs and Equity Participation Division, 87 Syngrou Ave, 4U> floor. 
Hr. K. Vassltiou. tcL: (01) 9294608, 9294602, tax.: 8242934 


STATE AGENCY FOR DEPOSIT INSURANCE 
AND BANK REHABILITATION 
JuriSfeeva 1, 10000 Zagreb, Republic of Croatia 

announces an 

INVITATION FOR BIDS 
for Slavonska banka d.d. Osijek shares 

The Slate Agency for Deposit Insurance and Bank Rehabilitation is selling 40J70 stums in Slavonska banka d.d. Osijek 
and i-t im-iuDj; bids for their purchase. 

Tbe shares are ordinary, registered shares, with a nominal value of IJHXi kuna (Croatian kuna) per share each carry inp the 
rip hi u> one vok ji the General Meeting of Slavonska banka iLl Osijek. and ic$ether represent 35.08'*' of all (be 1 1 4,79 j 
bank sharer,. 

Slavonska tanka d.d. Osijek is registered in die Registrar of Companies of ihe Cornmercdtd Court in Osijek under MBS 

Ignite KG. 

The Apency guarantees [fur the shares are in ru sole ownership and are free of any claim for the benefit of a third party. 
The bid.-, must fulfill the following conditions: 

1. The hid must include all the sh a res offered for sale. Bxls that do not include a]! the shares dull n« be taken imo 
con -.id era lion 

— The minimiim bid price must not be leu than 1.650 kimaptr share. 

3. The bid must include an uncondiinmaJ declaration tfui payment shall be made to the Agency's account, either in 
kuna or an appro pr o le foreign currency, no lata* than 3D days after signing the contract. 

The bidder is also obliged w submit roociher with the bid. evidence of his financial standing or a payment guarantee 
issued by j reputable nanoruf or foreign bank. 

4. Or the bidders who sansty the above traditions, preference will be given to those who gt aram ee. no later than 30 
days after signing the share purchase contract, to provide a long-term loan to Slavonska banks of no less than 70 
million kuna or the equivalent in foreign currency i DEM 30 million) which fulfills at lost the following conditions: 

• repay mem period of not leu than 5 years 

• grace period of not lev than one year 

• interest rate not above DEM LIBOR *2 percentage points 

5. Furthermore, a bid can be made by bidders with tbe status of strategic investor (a reputable bank or other financial 
institution i who-*: bid fulfills the bid conditions and who undertake to provide additional capital to the bank of not. 
less than 70j»M fflo kuna or the equivalent in foreign ouatio IDEM ZO million) 

f>. On Hihranun; their bid. the bidden agree that Ihe share purchase contract shall be concluded under the following 
conditions' 

3i the purchased shares nuy not be wed os Lollareral Fur any debt dut the buyer or his subsidiary rnifrhi have, 
bi ihe purchased shares may not be used ic setlk- any Jet* that the buyer or his subvidiaiyr might have, 
ci the buyer of ihe sharer, or subsequent owners of those shores « any other legal entity connected to them may 
n« raise any typo of loan fic*u Slavonska banka or he in debt to SLmmska banks 
The above conditions, from at tuc). shall be valid for three years from signin'!: the sales purchase c o ntract. 

In acracdance with the Law on Banks and Savings Bonks I National Gazette of Republic at Croatia No. 46^97) buyer 
of shores that exceed lu% of shares with soring: rights in th* hank's Genera} Meeting! Is required to obtain prior 
consent fiicn theCrvatun National Bank. 

K. The buyer is obliged to conclude the share purchase contract within 15 days of receiving; notice that his bid has been 
accepted. Should the contract mx he concluded within the given time, it will be considered that Ihe bidder hfet 
withdrawn Jus bid. 

4. The bids arc in be sent by registered mail or courier, m a sealed envelope within a seated envelope lo two original 
copies, both of which inside the mner envelope, signed and stamped by an authorized pason. 

The bids arc to be sent to the address of the Agency. 

The inner envelope should he marked BID FOR THE PURCHASE OF SLAVONSKA BANKA SHARES - DO 
NOT OPEN. 

Copies of bids or bids rem by fa* will iux be considered. 

10. The closing date fnr submitting a bid re 30 Joys after the publication of this mv nation and the bid shall be cooMdanl 
to be on tune if a reaches the Agency by I b.00 on the closing date. If the closing dale does not full on a business day. 
the next business day shall he considered to be the dosing date, 
it. Bidden « ill be notified about the bide within 30 days from the closing day for submimng the bids. 

12 The Agency rcvcrvesihengfu n« w accept any or the bida. . 

1 ?. Additional information is available bv telefax u the following Ajjencj number: -t-StM-ASltilO?. 


UK bids to win 

public backing 
for Iraq action 




By Davfcf Bucfian, 

Diplomatic EcStor, 

in London 

The UK government 
yesterday launched a public- 
ity campaign to highlight 
possible weapons of mass 
destruction accumulated by 
Iraq, in a clear bid to get 
public backing for any Brit- 
ish military action with the 
US. 

As he flew to the Gulf for 
talks with Saudi Arabia and 
Kuwait. Robin Cook, the UE 
foreign secretary, yesterday 
sent every British MP a 
paper detailing the successes 
and failures of United 
Nations inspectors in uncov- 
ering chemical and biologi- 
cal weapons developed by 
President Saddam Hussein, 
who is accused of “persistent 
duplicity and evasion”. 

The paper contains Infor- 
mation mostly already 
released by the UN Special 
Commission (Unscom). set 
up after the 1991 Gulf war to 
monitor Iraqi disarmament 
But its publication was 
taken as a further sign that 
Tony Blair's government is 
gearing up to join the US in 
military action, if diplomacy 
fails. 

The thrust of the paper is 
that Unscom has been 
unable to match “output" 
with “input" in two key 
areas: 

• Of a substance called 
growth media - used to 
grow biological spores - 
which Iraq is known to have 
produced or Imported, 17 
tonnes is unaccounted for. 
This would be enough, says 
the paper, to make three 
times more of the deadly 
anthrax biological germ than 
Iraq admits. 

• On the chemical weapons 
(CW) side, 4,000 tonnes of 
precursors, or components, 
has not been accounted for. 
In addition, more than 600 
tonnes of potential precur- 
sors for VX nerve agent 
which Iraq. Is known to have 
produced or imported have 
not been traced. This miss- 
ing amount would appar- 
ently be enough to make 200 
tonnes of VX. of which one 
drop is said to be enough to 
MIL 


But commenting on the 
; paper, - Whitehall officials 
‘ admitted that they could not 
be sure what stocks of these 
weapons existed, still less 
where they might be. How- 
ever. they refused to answer 
any questions about the 
advisability of bombing such 
stocks, particularly in the 
light of the paper's claim 
that if released into the 
atmosphere from a tall build- 
ing, 100 kg of anthrax, could 
km up to 3m people. 

Monitoring by Unscom 
remains vital, according to 
tbe paper. Iraq has four 
plants which have been used 
to produce CW munitions, 
and 30 which could be con- 
verted to produce CW mate- 
rials. “These factories can- 
not be destroyed because 
they have legitimate alterna- 
tive civilian uses", says the 
paper, “but it is important 
they are monitoried closely". 
In the absence of monitor- 
ing, it claims, Iraq could pro- 
duce chemical and biological 
weapons In weeks and a 
long-range missile in a year. 

However, “trying to bomb 
Saddam into compliance 
could prove counterproduc- 
tive". according to Neil Par- 
trick, a Middle East expert at 
the Royal United Services 
Institute in London. George 
Joffe, director of studies at 
the Royal Institute of Inter- 
national Affairs, said yester- 
day that the “evidence is 
that Saddam will let the 
inspectors back in, if be is 
bombed”, though he cau- 
tioned that military strikes 
would damage US and UK 
interests in the Arab world. 

Technically, there were 
also doubts about whether 
so-called “bunker-buster” 
bombs could really penetrate 
weapon sites so as to pro- 
duce “a controlled vaporisa- 
tion of poisonous gases 
inside". Mr Partrick said. 
Another option would be to 
attack the regime's military- 
political infrastructure, but 
this would appear to smack 
less of concern about weap- 
ons than of a straight bid to 
topple Mr Saddam, which 
the west had said was not its 
primary aim. 

See Editorial Comment and 
Comment & Analysis 


Industry paying 
dear for alcohol 
and drug abuse 


By Frances Wifliams 
in Geneva 

Alcohol and drug abuse at 
work costs the world’s indus- 
trialised economies billions 
of dollars a year in lost out- 
put. with young low-skilled 
male workers the most 
affected, according to a 
report for the International 
Labour Organisation. 

The report, by the Toron- 
to-based Canadian Centre on 
Substance Abuse, also notes 
that 7D-80 per cent of all acci- 
dents and other alcohol- 
related problems occur 
among moderate drinkers, 
rather than heavy drinkers 
who have learned to cope 
with their habit. 

About 3 per cent of work- 
ers may be alcohol- or drug- 
dependent, and another 8-10 
per cent suffering the early 
effects of substance abuse, 
according to ILO experts 
who met this week in 
Geneva to discuss the 
report. 


While employers have tra- 
ditionally tended to concen- 
trate on counselling and 
helping those already having 
problems, preventive strate- 
gies aimed at the general 
work force seem more effec- 
tive. the experts say. 

More than half the 38 com- 
panies in five countries that 
took part in a five-year 
experimental prevention pro- 
gramme sponsored by the 
ILO and two other UN agen- 
cies reported a drop in alco- 
hol and drug-related prob- 
lems, mainly in reduced 
absenteeism, lateness and 
discipline difficulties. 

• Washington is backing 
Juan Somavia, Chile's 
ambassador to the UN in 
New York, to succeed Michel 
Hanserme of Belgium as ILO 
director-general when tbe 
ILO’s governing body votes 
next month. The only other 
declared candidate is Maria 
Nieves Roldan -Confesor, for- 
mer Philippine labour secre- 
tary. 


21ST CENTURY TRUST 

Conferences for Tomorrow’s Leaders 

The 2I« Century Tnrn promotes international encounter and debate at Its 

IhB risil * E ener «UM of decision taken and 
opimra leaden woridvnde. Wfc reek atoned camDdorex for the 1«S conference 
m^umDtaged 25 to 40. fitm an countries and all fields of endeavour, 
mefudmg busraeu. politics, academia, government, media. NCXK and the am. 
Apptieahraw am particularly welcome from generaJws imerested in ihe irate us 
wdl os ftocn .specialists. 
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to work for you in Europe. 


We are the premier European investment bank. 

From strategic advice to financings and from commodities to foreign exchange, we have 
worked for thousands of European-based companies — as well as hundreds of non-European 
companies.doing business on the Continent. 

More clients turned to us for M&A than any other firm. 

In 1997, we were ranked as the most successful mergers advisor in Europe. 106 
companies turned to ns for help in buying, selling and merging over US$147 billion in corporate 
value. They rely on our knowledge, contacts and resources in local markets, across borders in 
Europe as well as around the world. 


We lead managed more Equity for European clients than any other firm. 

We lead managed over US$9 billion in equities last year for clients in Europe. Clients 
rely on our broad access to investors in Europe and worldwide. And on the valuable insights — 
into individual markets as well as pan-Europe — of our top-ranked research analysts 
and economists. 


Clients made us No. 1 in European High-Yield Debt and Real Estate Securitisation. 

As lead manager for offerings in DM, French Francs and Sterling, we raised more 
European-cuirency high-yield debt than any other firm. In Real Estate, we completed the largest 
single asset commercial property securitisation ever, raising US$888 million for a single issuer. 

And, building on our major European market share in international bonds, we helped 
hundreds of clients raise billions in US dollars. 
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Company says government has underestimated millennium problem for its computers 

IBM warns on cost of systems ‘bomb’ 


UK NEWS DIGEST 


By Alan Cane in London 

The UK government Ms under- 
estimated the cost of fixing the 
"millennium bomb" in its own 
systems. International Business 
Machines told the technology com- 
mittee of the House of Commons 
yesterday. 

The world's largest computer 
company said in its experience cus- 
tomers tended to err on the low 
side in assessing the scale of reme- 
dial measures. 

The government had a bigger 
problem than most of industry and 
commerce because it relied on a 
hi'/her proportion of specially writ- 


ten software. “The option to 
replace may not be viable in the 
ca s e of bespoke applications now 
we have only two years to go to the 
deadline.” the company said. 

“Government therefore has no 
choice but to find the resources to 
fix its applications. We are con- 
cerned that departments may in 
their initial assessments totalling 
£370m have underestimated the 
cost of fixing the problem". 

IBM was giving evidence before 
the Science and Technology Com- 
mittee which Is investigating the 
bomb - the inability of most com- 
puter systems to distinguish 
between this century and the next 


after the turn of the century. There 
are fears the bomb may disrupt 
business and social life. The failure 
of government systems which pro- 
cess benefits payments, for exam- 
ple. could be particularly damag- 
ing. 

Chris Moore. IBM's Year 2000 
manager, said while most large 
firms had begun to take action to 
fix the bomb, about 50 per cent of 
small firms were unprepared. 

Large companies were redirect- 
ing software development towards 
remedial work, but there was a 
shortage of competent project man- 
agers and systems architects. 

Mr Moore gave cautious evidence 


to the committee, reflecting 
Increasing concern about the possi- 
bility of legal action and responsi- 
bility for costs should systems fail 
after the date change. He said cur- 
rent IBM hardware and software 
was “2000 ready”, a less binding 
term than the more usual “2000 
compliant”. 

The Federation of Small Busi- 
nesses said in its evidence that leg- 
islation should be passed to ensure 
all compliant software and hard- 
ware systems carried an appropri- 
ate mark or stamp. 

It was concerned that non-com- 
pliant equipment originating, from 
overseas suppliers was being sold 


r |j 1 Gathering the remnants of the British Empire 

told to tighten , , , 

financial laws , [ TTfk J?. 

Pop. 33.B00 (1995) 


Bermuda 

Pop. 59,549 (1993) 


Gibraltar 

Pop. 27,337 (7996? 


Pitcairn Islands 
Pop. 55 ft 995) 


By David Buchan, 

Diplomatic Editor 

Britain yesterday promised a 
new deal to its 10 remaining 
Dependent Territories, giv- 
ing their 100.000 inhabitants 
a louder voice in London and 
possible UK citizenship. But 
Lite move included a demand 
that financial regulation be 
brought nearer to UK stan- 
dards within two years. 

At a London conference. 
Robin Cook, the foreign sec- 
retary. spelled out the con- 
clusions of his six-month 
review of Britain's relation- 
ship with the last re mna nts 
of empire. He told leaders of 
the Dependent Territories 
Association that they would 
have to improve regulation 
of their offshore financial 
industries, on which several 
of the territories thrive. 

Using as a benchmark Gib- 
raltar. which has had to 
upgrade its rules to Euro- 
pean Union standards. Mr 
Cook said he wanted all ter- 
ritories with financial sec- 
tors to have “the highest 
standards of regulation”. 



Make a move 

talk to the 


BUSINESS 

authority in 

Somerset 


gedqenuwf 

’•'in somerset is a 
pro-business environment, one 
cl the bes! locations for business 
in the country • with prime sires 
located on the M5 Motorway. And 
it’s a beautiful part of England. 

Etefore you make a move, talk 
to us. You'll find we'll bend over 
backwards to help. Our 
information pack includes useful 
and practical advice on a wide 
range of important issues, such as: 

Property Register 
- Lists vacant land and premises. 

Industrial Estates Register 

• A list of companies on the main 
estates and what they do 

We can also tell you all you need 
to know about: 

• Sites • Construction 

• Premises • Local Economy 

• Workforce 

• Finance • Housing 

• Education and recreation. 

Call Mike French on 

01278 435300 

FAX 01278 444076 

DX No. 80619. Bridgwater 
Send coupon below or attach 
your business card to this ad and 
mail to the address below. 


To: Mike French, | 

Economic Development Manager. . 
Sedgemoor District Cound. I 
Bridgwater. Somerset TAb 3AP. | 

Send me the Iks on Sedgemoor in j 
Somerset as a business location. 



He said the UK had a 
checklist of measures it 
wanted in place by the end 
of 1999. The list includes 
international codes on bank- 
ing solvency and money 
laundering, legislation to 
allow and require the territo- 
ries to co-operate fully with 
foreign financial investiga- 
tions and genuinely indepen- 
dent regulatory authorities - 
funded if necessary by a levy 
on the local finan cial sector. 

Mr Cook praised territo- 
ries such as the Cayman and 
British Virgin islands for 
recently adopting money- 
laundering legislation. 

The foreign secretary also 
announced what he called “a 
modernised contract” with 
the territories. An act of par- 
liament would rename them 
“United Kingdom overseas 
territories" to reflect the Tact 
they were “energetic, 
self-governing and anything 
but dependent". 

Mr Cook said he was also 
putting one of his junior 
ministers. Baroness Symons, 
in charge of Foreign Office 
co-ordination of a new joint 


AnguHia 

Pop. 10,300 (1994) 




British Virgin Is. 
Pop. 17.896 (1994) 


St Helena (including Ascension 
and Tristan da Cunha] 

Pop. 6,488 (7993) 


MPs fend off attack on minister 

The full might of the Labour party was produced yesterday 
to drown opposition Conservative attempts to revive impro- 
priety accusations against Robin Cook, the foreign secre- 
tary, John Kampfher writes. As Michael Howard, shadow 
foreign secretary, accused Mr Cook of "scandalous abuse of 
ministerial power” for considering replacing his diary sec- 
retary with his partner, he was heckled by more than 100 
Labour MPS. Derek Fatchett, Mr Cook’s deputy, suggested 
that the foreign secretary had better things to do than 
address opposition "trivia”. 
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Montserrat 

1 


Pop. 10,581 (1994) 

J 


Falkland Islands (deluding 
South Georgia and South Sandwich) 

Pop. 2.564 (1996) 


. *.:.r.v. 


department which is being 
organised with the Depart- 
ment for International 
Development to take respon- 
sibility for the territories. 
The move is aimed at pre- 
venting the lack of co-ordi- 
nation between the two 


departments that emerged in 
the Montserrat volcano cris- 
isbetween the Foreign 
Office, which has overall 
responsibility for overseas 
territories, and Dfid, which 
holds the aid purse strings. 

Setting out a new pattern 


of rights and obligations 
between the mother country 
and the territories. Mir Cook 
said the issue of fun UK citi- 
zenship was being studied 
“sympathetically and 
urgently” for the people of 
the eight territories which 
do not already have it. Gib- 
raltar and the Falkland 
Islands have UK citizenship 
with the right to live and 
work in the UK. while the 
other inhabited territories 
lost these rights as the result 
of the 1962 and 1983 UK 
immigration acts. There are 
also three uninhabited terri- 
tories, South Georgia, the 
British Indian Ocean Terri- 
tory, and the British Antarc- 
tic Territory. 

While he said he had “no 


desire to turn the Dependent 
Territories Into mirror 
images of Britain”, the for- 
eign secretary also served 
notice that by choosing to be 
British they must abide by 
the same standards of 
human rights. He particu- 
larly focused on corporal 
and capital punishment Ber- 
muda is the only territory 
with the death penalty. But 
Quinton Edness, its home 
affairs minister, yesterday 
cautioned that removing this 
would not be easy. Bermu- 
dans had voted by referen- 
dum to keep the punish- 
ment 

The only cheer Mr Cook 
won from his .audience was 
over his promise to consider 
fall citizenship. 


Irish premier urges tighter talks deadline 


By John Murray Brown 
in Belfast 

Delegates at the Northern 
Ireland peace talks should 
adopt a "shorter times pan”, 
according to Bertie Ahern, 
prime minister of the Repub- 
lic of Ireland. His govern- 
ment is aiming at agreement 
by mid-April and not the 
May target adopted by Tony 
Blair, the UK prime minis- 
ter. 

Irish officials are con- 
cerned that, unless there is a 
deal by Easter, there will not 
be enough time for the pro- 
posed referendum on it 
before the Protestant Orange 
Order’s traditional marching 


season in June - often the 
scene of sectarian clashes. 
The republic’s government 
said it was preparing a paper 
on its view of a settlement, 
which it planned to present 
at the talks to give the pro- 
cess momentum. 

Mr Ahem told the Irish 
parliament “I do not believe 
it will be possible to reach 
the Easter guideline if we 
continue to take each sec- 
tion in isolation.” He added 
that he was trying to per- 
suade the parties to adopt a 
shorter timespan. “I cannot 
say I have agreement on that 
but I am endeavouring to 
convince people that it is the 
right way to go.’ be said. 


Irish officials said the 
wording of any referendum 
would have to be approved 
by the republic's parliament 
which could take two weeks. 
This would be followed by a 
four-week campaign to win 
support of the people. 

The move reflects continu- 
ing frustrations at the lack 
of progress. This was high- 
lighted yesterday when John 
Hume, leader of the moder- 
ate nationalist Social Demo- 
cratic and Labour party, 
accused Sinn Fein of “re- 
inforcing sectarian politics" 
by whipping up nationalist 
fears over a proposed assem- 
bly for Northern Ireland. 

In an article in Northern 


Ireland’s Irish News newspa- 
per, Mr Hume said Sinn Fein 
was engaging in “selective 
reminders of the nightmare 
through which both our 
communities have lived” - . 

Both governments have 
indicated that a new assem- 
bly is likely to form part of 
any agreement but the par- 
ties are divided as to its pow- 
ers. 

Ln their joint paper last 
month, the two governments 
said the assembly would 
have responsibility for “at 
least” the six departments of 
the existing Northern 
Ireland Office of the UK gov- 
ernment - education, health, 
finance, environment, agri- 


culture and economic devel- 
opment 

But in talks this week it 
has emerged that the Ulster 
Unionists, the largest pro- 
British party, are keen to 
limit the extent of regional 
government while theSDLP 
wants to maximise it so that 
as many tasks as possible 
can be remitted to the pro- 
posed North-South ministe- 
rial council Shin F6in has 
refused to discuss the Issue. 

Mr Hume said the pro- 
posed North-South council 
“could not exist without new 
institutions in the north 
from which its northern 
membership would be 
drawn”. 


GTech to retain stake in running lottery 


By Scheherazade 
Daneshkhu and George 
Parker in London 

GTech. the US lottery- 
equipment supplier, said yes- 
terday it bad uo intention of 
selling its ZL5 per cent stake 
in Camelot. the consortium 
which operates the UK 
National Lottery. 

“We cannot envisage any 
circumstances in which we 
would sell the Camelot 
stake: it is important to us.” 
GTech said. It added rhat it 
was focusing its energies on 
ensuring the continued suc- 
cess of the Lottery following 
the resignation of Guy Snow- 
den, its chairman. 

Mr Snowden resigned on 
Tuesday after Monday's 
acceptance by a libel jury in 
London that he had tried to 
bribe Richard Branson, the 
Virgin group founder, to 
drop his rival bid for the lot- 
tery licence. 


His resignation followed 
that of Peter Davis as direc- 
tor general of Oflot, the lot- 
tery regulator, who had 
granted Camelot the licence 
in spite of admitting con- 
cerns in court about GTech's 
business methods. Mr Bran- 
son has called for John 
Stoker, acting director gen- 
eral. to extract GTech from 


the running of the lottery. 

Chris Smith, chief culture 
minister, insisted yesterday 
that Mr Snowden should 
receive no future income 
from the lottery through his 
1 per cent stake in GTech. In 
a statement to the House of 
Commons, he said Mr Stok- 
er's immediate priority was 
to disentangle Air Snowden 


from any financial involve- 
ment in the Camelot consor- 
tium. 

“He will ensure that Guy 
Snowden will no longer be 
involved in the management 
of our lottery, and that he 
will not be in a position to 
draw any direct financial 
benefit from it through his 
involvement with GTech.” 


Rival gambling group cuts jobs 


Ladbroke. the betting and hotels group, 
yesterday blamed unfair competition from 
the National Lottery for its decision cot the 
n amber of jobs at Vernons pools by more 
than half. Scheherazade Daneshkhu writes. 
Pools are a long-standing form of betting on 
the results of soccer games. 

Vernons employed 1.000 people before the 
introduction of the lottery in 1994. bnt has 
sharply cut jobs twice since then. The latest 
restructuring will take the workforce at its 
headquarters in the northern England city 
of Liverpool down from 350 to 150. 


Vernons has suffered a steep fall in prof- 
its since the lottery's launch. Operating 
profits fell from £13.1m ($21 -8m) in the year 
to March 1994, to £5 -8m in the year to 
December 1996, with sales halving to 
£85 - 2 m in the same period. 

The pools industry, of which Littiewoods 
has 80 per cent has been badly hit by the 
lottery. While most other types of gambling 
have largely bounced back since the lot- 
tery's launch, pool sales have fallen by 60 
per cent from £lbn in 1994 to £400m last 
year. 


However, Camelot said it 
was not aware that Mr 
Snowden’s shareholding was 
a problem following his res- 
ignation and it had no plans 
to change the consortium’s 
shareholding structure. 

GTech, Cadbury Schwep- 
pes. the confectionery com- 
pany. De La Rue. the secu- 
rity printer, and Raca] 
Electronics, the electronics 
group each holds a 22.5 per 
cant stake in Camelot ' 

The remaining share- 
holder. ICL, a UK offshoot of 
Fujitsu, has 10 per cent The 
shareholders have pre- 
emptive rights to buy one 
another out. 

Mr Smith came close yes- 
terday to admitting that , he 
had taken the' initiative in . 
suggesting Mr Davis’s resig- 
nation. 

Asked who had first raised 
the question of the resigna- 
tion. he replied: “The matter 
was discussed mutually.” 


to UK businesses. It also com- 
plained that unscrupulous suppli- 
ers were rebadging remaindered, 
noncompliant systems from estab- 
lished manufacturers and selling 
them as ready for muipnninm ■ 

It said the cost to small and 
medium-sized businesses of fixing 
the bomb was significant and 
should he lightened either by tax 
concessions or low-interest govern- 
ment loans. 

Mr Stewart HaHiday of the FSB 
business development committee 
said his chief frustration was 
the lack of awareness of the prob- 
lem in th e small business commu- 
nity. 


supply to rise 

The Royal Society, the UK's most eminent scientific 
society, yesterday called on the government todevelop a 
long-term plan far managing the nation’s stockpile of plu- 
tonium. Sir Ron Mason - forme: chief scientific adviser to 

the Ministry of Defence and chairman of a Royal Society 

study of plutonium - said Britain’s stock of the deadly 
n uclear waste was set . almost to double to 100 tonnes by 
2010 Sir Ron said his committee was. “disturbed at the 
present lack of strat^ic direction: for dealing with pluto- 
nium”. The Royal Society said the government should 
promote a policy to stabilise and then reduce the stock- 
pile. A growing stockpile increased the risks of environ- 
mental contamination and Duclear weapons proliferation. 
The society said an independent review should consider 
options ranging from burning plutonium with uranium as 
a “mixed oxide” fuel, to deep geological storage. 

Meacher, environment minister, said yesterday 
the government planned to produce a policy for nuclear 
waste management within 12 months. Simon Holberton 

■ HSBC JAMES CAPEL 

Trust office sacks fund manager 

The government organisation responsible for administer- 
ing money far people mentally incapable of looking after 
tbeir own affairs has sacked one of its investment manag- 
ers. The decision by the Public Trust Office to termin at e 
its four-year contract with HSBC James Capel, the private 
i»Kant fund manager, comes as the office is being reviewed 
by a public spending watchdog. 

The National Audit Office will assess whether the PTO, 
which managed £549m ($916m) last year, is providing 
value for money for the people whose money it manages. 
Janies Capel, which is owned by HSBC, one of the world’s 
biggest banks, said yesterday: “We have put a consider- 
able Mirinimt of tiwnft and money into trying to satisfy the 
Public Trust Office’s specific requirements. It is regretta- 
ble that our efforts In this regard have been unsuccess- 
fill ” . Jane Martinson 

■ CONSERVATIVE SPLIT ON EU 

Challenge by ex-chancellor 

Kenneth rtiarirp who was rfiancaTinr of the exchequer in 
John Major’s Conservative government, has predicted 
that the future of his party could be decided by its mani- 
festo for next year’s elections to the European parliament 
In a dear warning to William Hagne. Mr Major's succes- 
sor as party leader, Mr Clarke argues that the approach 
takento the single currency in the election will be the 
“add test”. The list of candidates should be “a proper mix 
of Europhiles and Earosceptics.” he says in an interview 
in the leftwing New Statesman magazine. David Wighton 

■ THE ECONOMY 

Growth In services ‘unsustainable’ 

The monetary policy committee of the Bank of England, 
the UK central bank, yesterday gathered for its monthly 
TnppHng amid new evidence that the expansion in the ser- 
vice sector- two-thirds of the economy - is unsustaina- 
ble- But most analysts expect the committee will today 
leave base rates unchanged at 7.25 per cent because of 
recent evidence pointing towards a slowdown in manufac- 
turing growth. The conflicting evidence highlights the 
policy dilemma faced by the committee as it weighs the 
risks of rising inflation against the risk of a sharp slow- 
down in economic growth. The UK purchasing managers' 
survey for the services sector, published yesterday, regis- 
tered an increase in the activity index from 57.6 in Decem- 
ber to 58.6 in January, suggesting an acceleration in the 
expansion. - Wolfgang MUnchau 

■ ORCHESTRA CRISIS 

Board meets to finalise rescue 

F The governing board of the 

rp - Hallfe orchestra, based in 
... f—ry the northern city of Man- 

Chester, met last night to 
finalise a rescue package 
designed to stave off col- 
■ % eCZ lapse threatened by debts 

‘\ SHjMbR v/) of £L2rn ($2m). A financial 

package has been agreed 
that will allow the orches- 

vUSnK&SL) tra to operate far up to four 

ft* months until plans to 

"Mlilttl- ^ secure its long term future 

i umiT I """ 0311 116 P 11 * ^ Place- The 

^ V irjTjfr-rrifit — Royal Bank of Scotland ha s 

agreed not to demand 

_ immediate repayment of 

J the orchestra’s £750,000 
- — — overdraft Up to £400,000 is 

also to be released from the 
orchestra’s trust fund through the transfer of assets, mb 
as musical instruments, to the fund in lieu of cash The 
trust has applied to the Charity Commission for a loan of 
£3tHWXX>-£4OO.0QO as part of its longer term plan The scale 
of the fin a nci a l crisis emerged in a study by KFMG, the 
accountancy firm, commissioned by Manchester City 
Councfl. An overhaul of the orchestra’s operations was ■ 
de ma n de d at the board meeting last night. Including 
stricter fin a n c ial controls, management changes and the 
renegotiation of about 100 musicians’ contracts. A public 
appeal for funds is also likely. Sheila Jones 

■ PRIVATISATION 

Watchdog attacks rail sell-off 

The privatisation of Rafltrack - former state owner of 
most of the UK’s rail infrastructure - has been attacked 
in a preliminary report from the National Audit Office. 
the go vernment spending watchdog: It concludes that the 
privatisation should have been phased and that the com- 
pany should have been loaded with more debt. Since the 
sell-off. nearly two years ago, Hailtrack’s shares have out- 
performed the London market by about 90 per cent. From 
an offering price of 89Qp a share, they topped £10 two 
months ago and yesterday fell 40p to 922p. Cfcoris Grosser 


Image experts gear up for the Tony and Bill show 


The Blair-Clinton double act lacks a 
uniting ideology, says Robert Peston 


P resident Bill Clinton and 
Tony Blair, the UK prime 
minister, will for the next 
three days play buddy-buddy 
world leaders in search of an 
“ism". Over drinks, dinner and 
formal meetings in the US capital 
the two leaders will try to define a 
new direction for centre-left 
parties in the western world. 

Their relationship seems con- 
sciously modelled by their legions 
of image consultants on the 
double-act performed by Ronald 
Reagan and Margaret Thatcher, 
their rightwing 1980s predeces- 


sors. On foreign policy. Mr Rea- 
gan and Baroness Thatcher stood 
shoulder to shoulder as cold war 
warriors fighting a crumbling 
Soviet empire. Their successors 
are sealing a bond in their tough 
stance against President Saddam 
Hussein of Iraq. Although Mr 
Blair yesterday tried to rally sup- 
port for possible military action 
from President Chirac of France 
and President Boris Yeltsin of 
Russia, he is comfortable with the 
perception of an Anglo-American 
alliance against Iraq. 

The leaders provide mutual sup- 


port in other areas, too. Mr Blair 
has repeatedly talked of his grati- 
tude to the US president few the 
support be has given to the North- 
ern Ireland peace process. 

Meanwhile. Mr Clinton has 
made clear through officials that 
he values Mr Blair’s declarations 
or loyal friendship at a time when 
the president’s reputation has 
been battered by allegations of 
sex. lies and cover-ups in the Mon- 
ica Lewinsky affair. 

Finally, neither of them has the 
traditional leftwiug distaste for 
conspicuous consumption. Mr 
Blair chartered Concorde for the 
trip - replete with caviar canapds 
and vintage champagne - while 
Mr Clinton is laying on a celebrity 
White House dinner tonight in the 


presence of the flamboyant Elton 
John, the rock star. 

But there is one palpable 
difference with the Thatcher- 
Reagan axis. Whereas they had 
Thatcherism, Reaganism, trickle- 
down economics and monetarism, 
Blair and Clinton have a more 
nebulous “third way” on free 
market economics and interven- 
tionism. 

S o for all the importance of 
reinforcing the trust 
between the two on the eve 
of possible military action against 
Iraq - which would be announced 
in a joint radio broadcast to the 
American people - the hi gh lig h t 
of the visit will be a “wonkafhan”. 
This is a round-table policy dis- 


kJMJ'o-'- 


cussion on how centre-left govern- 
ments can make a <fiffan>n«> 

-Most of the 'prime minister’s 
party have been brought along to 
contribute to - this four-hour 
debate on Friday afternoon. They 
include wunderkind David MiTH - . 
band, the de facto head of -the 
Downing Street policy unltr his 
part-time colleague Geoff Mulgan, 
founds: of modish policyjnstttute 
Demos; GavynT)ivfes r the million- ' 
aire economist of Goldman Sadis, - 
the US investment bank; and . 
Anthony Gtddehs, the head of the 
London School of Economics. 

There was a trial nm : fer this 
event on November Vwhen the 
president visited Chequers, the 
prime minister’s - country resi- 
dence. Those who attended- com- 


plained that the agenda was too 
broad and discussion lacked focus. 

On? t heme likely .to dominate 
this time is whether there is scope 
for. redistribution to the disadvan- 
taged through welfare reform, 
given that redistribution through 
tk® tox system is regarded on 
both sides of the Atlantic as elec- 
toral suicide. 

Also likely .to .be. .considered is 
the strategic question of which 
interests should be' championed 
by centre and centre-left parties. 
But participants are. sceptical 
about whether a coherent political 
philosophy can emerge from thfa. 
The BlaiftCUnton relationship is 
imely to remain more"'robust on 
the personal than on : the ideologi- 
cal front .... ■ = : : 
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TECHNOLOGY 


Mark Ward looks at manufacturers’ efforts to create a computer chip with time to spare 


Clock off 




esktop computers can 
spend 7i) per cent of 
the time idJy waiting 
for users. They are 
always primed to work flat out 
but rarely ^et a task that trou- 
bles them for more than a 
moment. 

The result Is a great deal of 
wasted PC energy. And as the 
chips inside the computers eon- 

Because the chip 
runs for short 
periods of time 
there is little danger 
of it overheating 

tinue to increase in power, the 
potential amount of time the PCs 
do nothin? is likely to 
increase. 

For desktop PCs with a con- 
stant power supply, wasted 
energy is not much of a problem. 
But for laptops, the Increased 
energy needed to keep chips cool 
and ticking over means an even 


greater drain on batteries. 

The problem with most exist- 
ing chips is that they require a 
clock to co-ordinate everything 
they do. 

With each tick of the clock 
instructions are processed and 
data shuffles along a step. Take 
away the clock and most chips 
would not know what to do. 

But now chip designers have 
come up with a way to remove 
the clocks, reduce the amount of 
power a chip needs and still keep 
everything working. 

Clock! ess chips are being devel- 
oper! by US companies such as 
Theseus Logic of Minneapolis 
and Lockheed Martin subsidiary 
Sanders. 

Smaller, faster chip designs are 
F-articularly effective for military 
uses. 

Even large chip designers such 
as Intel are starting to assess 
elockless versions. The chips the 
company is producing are getting 
too big to co-ordinate with one 
clock. 

Although distances between 
components on a chip are shrink- 



ing. the distance across the chip 
is growing at a commensurate 
rate. Soon timing signals will not 
be able to reach all the compo- 
nents on a chip before the next 
tick is issued. 

The solution appears to be 
either separate chips with inde- 
pendent clocks or chips with no 
clocks at all. 


One of the pioneers of chips 
without clocks is Steve Furber, 
ICL professor of computer engi- 
neering at Manchester. To date 
Prof Furber has produced three 
versions of a Rise (reduced 
Instruction set) chip that needs 
no clock to keep it processing 
data. 

The separate logic functions of 


the chip are split Into Islands of 
silicon and “negotiate" with each 
other when .they : have a 
processing task to carry out. 

He says the cycle the logic; 
islands work to is: request, 
acknowledge, handshake. When a 
series of instructions must be 
carried out, the pipeline between 
logic islands is set up and the 
data ripples through. 

The tricky part, says Prof Fur- 
ber, is merging independent lines 
of instructions or. splitting one 
stream. But as long as the expec- 
ted data does turn up the chip, 
will crank through the program. 

Once the job has been com- 
pleted, the chip, code-named 
Amulet, goes bade to sleep. 

“What these chips are really 
good at Is doing nothing.” Prof 
Furber says. “As soon as there is 
nothing useful to do they stop 
working." 

Because the chip runs for short 
periods of time there is little dan- 
ger of it overheating. - which, 
means it can work at a higher 
speed than ordinary chips. Prof 
Furber says the third versions of 
the chip have a performance 
comparable to the Ann. (Acorn 
Rise Machines! 9 chip that was 
announced only towards the end 
of last year. 

The first versons were bulky 
and were built to prove the con- 
cept. The second versions are 
being used in research applica- 
tions, and the third, he says, are 
close to becoming a commercial 
device. 


Check out an electronic cheque system 

Hilary Barnes on a pilot project that holds great promise for the banking industry 


R eplacing the traditional paper 
cheque with an electronic equiva- 
lent that is more .secure- and easier 
to settle has been a holy grail of the bank- 
ing industry for years. 

Previous attempts to create a workable 
system have failed, but now Crypto- 
mathic. a small Danish company specialis- 
ing in cryptography, believes it has the 
answer. 

The company, based at Aarhus in Jut- 
land. is operating an electronic cheque 
pilot project in association with partners 
and banks in Denmark, the UK. the 
Netherlands and Belgium. 

The project is known as Mandate - 
“Managing and administering administra- 
tive documents and trading them electron- 
ically." 

If the pilot is successful, tbe company 
believes the system could be developed 
into a general system for the use or elec- 
tronic cheques, which in turn will open 
the way to the development of 


electronic commerce on a large scale. 

Ciyptomatliic was founded and is run 
by Peter Landrock. a mathematician 
working at Aarhus University. At the core 
of the electronic cheque concept is 
tamper-resistant hardware, known as a 
DOC-camer. This must be inviolable to 
interference, to secure against double 
spending when one cheque is used to 
make more titan one payment. 

Ultimately, the DOC-camer could con- 
sist of a smart card, which would interact 
with a personal computer. But in the pilot 
project and for demonstration purposes 
floppy discs are used, says Jesper Drud 
Nielsen, the company's technical man- 
ager. 

The DOC-carrier would play the same 
role as a cheque book. It would be issued 
by a bank, and would authorise the user 
to make a finite number of transactions, 
each transaction not to exceed a limit set 
by the bank. 

But in contrast to the normal cheque 


book system, the recipient of a transfer 
will also have to have a DOC-carrier 
issued by his or her own bank, which will 
be used to endorse an incoming payment. 

Security is the main issue for the devel- 
opment of an electronic cheque system. A 
cheque or other negotiable document 

The hardware must be 
inviolable to interference 
to secure against double 
spending 

must be unique, but electronic documents 
can in principle easily be duplicated. 

Cryptomathic has developed cryptogra- 
phy to address these security concerns. 
The DOC-carrier will require the use of a 
password (or two passwords if a business 
wants to ensure there are two signatures 
to each cheque), and the password will 


have the character of a digital signature. 

Mandate has developed from Bolero, an 
earlier project involving Cryptomathic, 
which provides an electronic solution to 
the “bills of loading” documents covering 
the carriage of goods. 

The development work on Mandate 
(wwiD.cryptornathic.dklnumdate) is partly 
funded by the European Union's Elec- 
tronic Trusted Services programme. If all 
goes according to plan. Mandate will be. 
integrated into the EU’s more general 
Semper project for creating an electronic 
market place. 

Besides Cryptomathic. tbe companies 
participating in the pilot project are Need-, 
ham & Grant, commercial solicitors based 
in London and specialising in law relating 
to electronic commerce; Marinade, a Lon- 
don-based consultancy that was also a 
partner in the Bolero consortium: RLv- 

erland, a Belgian consultancy. The banks 
involved are ING, Royal Bank of Scotland 
and Denmark's Nord vest bank. 


Worth Watching • Vanessa Houider 



Tough substitute 
for timber 

Australian scientists have . 
found a use for old telephone 
directories and plastic milk 
containers. They are turning 
waste paper and thermoplastics 
into a substitute for timber. 

- The materia], which is being 
developed by Csiro, the 
Australian national research 
or ganisa tion, can be twice as 
strong and three times as stiff 
as tiie polymers from which it 
is made. It is tough enough to 
be used for certain applications 
that previously used timber, 
such as flat sheets and 
mouldings. It is also 
water-repeUant and defect-free. 
Industrial-scale trials of the 
process have begun. 

CSIRO: Australia, tel 
3954523S& 

Sfick.CrowetS0p.csiro.au 


Photosensitive 
drugs advance 

Photodynamic therapy - in 
which drugs that become toxic 
when exposed to light are used . 
to destroy tumours - is a . 
highly promising cancer 
treatment. 

But it is effective only 
against relatively flat and thin 
cancers. Moreover, patients 
often have to avoid light for- - 
weeks afterwards. 

Researchers at the Weizmann 
Institute of Science in Israel 
think they can overcome the 
disadvantages using new 
photosensitive drugs derived 
from chlorophyll, the green 
pigment in plants. 

Existing light-sensitive 
materials are mostly based on a 
red pigment derived from 
haemoglobin. They are only, 
activated by visible light, 
which cannot penetrate far into 
tissues. 

By contrast, the 
chlorophyll-based materials can 
also absorb near-infrared light 


that penetrates much deeper 
into body tissues. 

Un like the Ted pigments, the 

chlorophyll-based materials, can 

also work in the presence of 
relatively tow levels of oxygen. 

Another advantage is that 
they clear out of the body much 
faster than existing drugs, so 
that patients can tolerate 
outdoor light more quickly. 

Weizmarm Institute : Israel, tel 
972SS343S55:http:il 
iosctc.vxizmann.ac.il 


Driving home a 
fuel saving 

A change in the design of car 
engine valves could usher In 
fuel savings of up to 10 per 
cent, together with a 
significant reduction in exhaust 
emissions. 

. Daimler-Benz says if has 
discovered a way of controlling 
individual valves using an 
electrohydra olic mechanism. 
This makes it possible to match 
engine characteristics to the 
prevailing driving 
conditions. 

Daimler Benz : Germany. 
7111793271; http:;i 
wwio.daimlervbenc.coml 


Detecting 
groundwater bugs 

Groundwater contamination by 
Cryptosporidium and Giardia 
can cause significant problems. 
In one incident several years 
ago, more than 100 people died 
in Milwaukee during an 
outbreak of crypt osporidiosis. 

Conventional online 
monitoring equipment cannot 
always detect a small 
concentration of relatively 
large particles in tbe 4-12 
micron range, which include 
Cryptosporidium and Giardia. 

A British consortium has 
addressed this problem by 
launching a device designed to 
continuously detect particles of 
this size range. 

It works by shining a narrow 
beam of light through a sample 
of water so that the presence of 
fine particles above a certain, 
size cause fluctuations in the 
light reaching the detector. 

The detector, based on work 
originally carried out at 
University College London, was 
developed by Anglian Water 
and Diverse, a Cambridge- based 
instrumentation company. 

Diverse : OK tel (0)1223 S44444; 
e-mail dwersetadiaLpipex.com 
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the ice storm 

Aug Lee 

~~ FLUBBER ~ 

Les Mayfield 

THE 

WOODLANDERS 

Phil Agland 

CLUBBED TO 

DEATH 

Yolande Zaoberman 

GUY 

Michael 

Lmdsay-Hogg ■' 

elcome to 
your new 
social his- 
tory coarse, 
"Signs and 
meanings in 1970s America." 
Our first study pack was 
Boogie Nights, in which we 
learned about the California 
pom industry. Our second is 
The Ice Storm, which is 
about sex and drugs on the 
domestic front. Will yon 
please now open the pack? 

You will first find a pop-up 
New England landscape scat- 
tered with Thanksgiving 
snows and Martini-belt 
dachas. Then if you take out 
the human replicas, you will 
find two interlinked families. 
The first couple are Kevin 
Kline and Joan Allen, not- 
quite- with-it members of an 
increasingly swinging mid- 
dle class. The second are 
Jamey Sheridan and man- 
hungry Sigourney Weaver, 
who will soon spin her cock- 
tail on Kline's lap in a clas- 
sic 1970s seduction ploy. 
Meanwhile the teenage chil- 
dren of these free-range 
adulterers are already exper- 
imenting with sex. sub- 
stance-abuse and Richard 
Nixon masks. 

Ang Lee's film of novelist 
Rick Moody's pralsed-hy- 
many (though unread-by-me) 
satire on the Me decade is ah 
odd mixture, first mesmeris- 
ing; then maddening. Far an 


hour it is spookDy exact and 
horribly funny: a slice of 
Americana seen- with sci-fi 
clarity by the Taiwanese- 
horn director of Sense And 
Sensibility. This is an 
upside-down Candide where 
all is for the worst in the 
best of all worlds. Children 
barely relate to parents. 
(Kline: “Hey, kids, rm back." 
Kids: “You were gone?”) Par- 
ents two-time their spouses. 
And those cracking sounds 
that echo across calendar- 
beautiful Connecticut - are 
they just frozen trees break- 
ing up or a whole American 
Zeitgeist doing so? 

Lee prowls through the 
period like an enraptured 
child in a museum. Like us. 
he can hardly believe the 
totems of a bygone hedo- 
nism: the waterbeds, the 
Thai sticks, the partner- 
swapping “key parties” fin 
which wives go home with . 
'•the men whose, keys they 
fish blindly from a bowl). 
Watergate is an. unmen- 
tioned rumble in this soci- 
ety's belly. The rich or 
upwardly mobile are too 
busy savouring their Tran- 
scendental Liberalism while 
trying to stop their children 
doing so. And even those 
warnings are more merce- 
nary than moral. “Don’t do 
it in. the shower," Kline teDs 
his post-pubertal son, “it 
wastes water and electric- 
ity” 

. Laughing at such pro- 
grammatic permissiveness is 
one thing. Turning from sat- 
ire to pious censure, as this 
film does late on, is another. 
We should have known that 
so much snow, and fee would . 
get apocalyptic: there were 
too many crane-shots spiral- 
ling Godlike above the mor- 
tal niitee. So in Act Three a 
boy dies a - horrible ■ death 
involving ice and a telegraph 
pole, and tears, remorse and 
a too-late togetherness clog 
up the final tableaux. The 
screen might as well flash 
up “Go bade to family values 
now”, like a neon sign on a 
revivalist tort. 

Also, if Lee and screen- 
writer James Schamus are 



Sex and drugs on the domestic front in 1970s America: Kevin Kline and Sigoianey Weaver in Ang Lee’s The ice Storm’ 


urging us . to reject the 
adventurist 1970s, what do 
they want as to endorse 
Instead? The yuppified. Aids- 
haunted 1980s - Reagan, 
Bush and the Moral Major- 
ity? 

You just have to shat your 
eyes or leave early. Every- 
thing before the crunch in 
The Ice Storm is wonderful. 
Lee knows how to use colour 
and pattern not just for one- 
off effect - like the grey- 
beige sea of commuters on 
the branch-line platform - 
but for echo and re-echo. 
(Note the station's yellow 
“Stop" sign mimicked by a 
facsimile in the boy’s bed- 
room). And he coaxes perfor- 
mances that combine human 
serendipity with a kind of 
spiritual colour-coding: from 
Kline's tweedy greyness try- 
ing to burst into dim spring 
to Sigourney Weaver’s dark, 
raspy greens and maroons, 
the heraldic hues erf a volup- 
tuary making a provisional 
trace with taste. 

★ 


Disney's F lubber is a remake 
of The Absent-Minded Profes- 
sor with Robin Williams in 
the Fred MacMurray role. I 
never saw the earlier film, 
but Fate hit me over the 
head and dragged me into a 
preview theatre for the sec- 
ond. 

You can tell when a press 
show audience is unhappy. 
They shuffle notes, peer into 
empty coffee caps to search 
for last consoling grounds, 
or talk quietly in the back 
row. What they cannot bear 
to do Is watch Williams go 
on jugging im f unni ly with 
funny substances - the 
green, flying, all-powerful 
rubber of the title - or wit- 
ness screenwriter John 
Home Alone Hughes's latest 
variations on how to concuss 
burglars. 

Flubber would be welcome 
in' The WoodJanders. Every 
time the characters gloom in 
the gloaming in this Thomas 
Hardy hovel filmed as if 
by a manic depressive, a ball 
of flying jello could whiz 


through Wessex and beam 
them into animatio n. Emily 
Woof strives bravely as the 
girl who marries a caddish, 
upwardly mobile doctor 
while loving an honest, 
downwardly spiralling 
woodsman (Rufus Sewell). 
But other performances 
match the miserablist 
mise-en-scene, especially 
Sewell's Giles Winterbome. 
Romantic sullenness, how- 
ever handsome, will not do 
as an unchanging expres- 
sion; Sewell should get more 
faces. 

*• 

What would you feel if you 
sat in Purgatory being 
shown alternate brochures 
of Heaven and Hell, both of 
which featured the same pic- 
tures? 

We get this dilemma, after 
a fashion, in the French film 
Clubbed To Death. A sulkily 
pretty young Parisienne 
(Elodie Bouchez), whose pro- 
miscuous credentials have 
been established in scene 
one, falls asleep on the last 


bus home. She wakes up in 
an end-of-line slumland 
where the only place to 
while away the night is a 
multi-ethnic rave club. This 
is full of hunky male bodies, 
blowsy exotic dancers (Bea- 
trice Dalle) and opportuni- 
ties for sex. drugs and what 
you wflL 

Before you all start taking 
sleeping pills on buses, there 
is a catch. The place also 
specialises in beatings-up 
and boxing fights to the 
death, and filmmaker 
Yolande Zauberxnan makes 
the scenery swim, pulse and 
blur as if we are all on illicit 
substances. When it is night 
outside, a harsh daylight 
seems to flood the club. And 
when the girl falls for a 
young Arab (Roscbdy Zem) 
who seems a dashing protec- 
tor. he is soon revealed as a 
junkie programmed to 
self-destruct. 

There is little dialogue and 
barely any plot But the film 
is at once alienating and 
compulsive, wayward and 


wondrous. Imagine The Shel- 
tering Sky mixed with The 
Bonfire Of The Vanities, and 
then stand back to witness 
tbe chemical explosion. 

* 

Hardly less weird is Guy, 
opening next week. This is 
one of those P-o-V movies 
seen entirely through the 
eyes of one character who 
M is" the camera. The heard- 
but-unseen heroine is a cam- 
cording fanatic who 
ambushes stranger Vincent 
D’Onofrio (memorable in 
Men In Black and as Orson 
Welles in Ed Wood) and per- 
suades him to record his 
uninterrupted thoughts and 
everyday actions - all of 
them - on tape. 

You could say the film 
goes nowhere slowly or that 
it encapsulates the whole of 
life in 94 minutes. Either 
way, it is ruminative, arrest- 
ing and beautifully per- 
formed by D'Onofrio. who as 
an actor seems more and 
more the Orson Welles of 
new alternative cinema. 


T here is hardly a lit- 
erate person in the 
western world who 
has not heard some 
nusic by Nino Rota (b. 
Yfflan 191L d. Rome 1979). 
lota composed the scores for 
learly all the films of 
■'ederlco Fellini,.. and' also 
or many other' famil i ar 
detures < Godfathers I 
ind H, Murder on the Nile, 
The Leopard etc). But who - 
except for specialists - 
emembers the names . of 
novie composers, even 
mportant ones? . 

Of course. Rota - who 
studied with fidebrando 
>izzetti first and then, 
utder Rosario Scalero. at 


Qpera/WUIiam Weaver 


Straw Hat’ returns to La Scala 


the Curtis Institute in Phila- 
delphia - (fid not consider 
himself a movie composer, 
his list of works includes 
oratorios, chamber works, 
orchestral pieces and several 
operas. 

Most of these extra-cine- 
matic pieces have been per- 
formed in Italy, and a num- 
ber have been published and 
recorded. Still, Rota remains 
firmly in the Italian mind as 
"Fellini’s composer”, a desig- 


nation that he happily 
accepted. 

. He was tbe most amiable 
of men. and though proverbi- 
ally shy, "he made many 
friends, several of whom 
occupy important positions, 
in the Italian musical world. 
Hence, alongside his film 
success, he had a satisfac- 
tory “serious" career, which 
continues posthumously. 

Now La Scala, as its sec- 
ond opera of the current sea- 


son, is presenting an elegant 
revival of Rota’s three-act 
opera II cappeOo di paglia di 
Firenze, written in the late 
1940s and based on the 
Labiche farce known in 
English as The Italian Straw 
Hat. This is the opera’s sec- 
ond production in Milan; the 
first, in 1958, was presented 
at the, alas, now long-de- 
funct Piccola Scala. 

Boasting a starry cast, pro- 
duced by Giorgio Strehler, 


the opera then enjoyed a 
success: and this new pro- 
duction - designed and pro- 
duced by Pier Luigi Pizri - 
has also been drawing full 
houses and affectionate, if 
not triumphant, notices. 

The dimensions of La 
ScaJa make Rota’s opera 
seem tiny, and it is. indeed, 
a fragile, almost insubstan- 
tial piece. Elegant, deft, but 
never blazingly original; 
and. strangely, though tbe 


farcical structure is main- 
tained, its decidedly wistful 
pages are more effective 
than the neo-Rossinian 
comic numbers. 

Bruno Campanella con- 
ducts the music with the tip 
of his sensitive baton, but all 
his welcome lightness can- 
not give the work body. The 
cast could hardly be better 
Juan Diego Florez is an 
ardent tenor bridegroom, 
displaying a nice feel for 


comedy: and as his bride, 
Elizabeth Norberg-SchuL: 
sings with a crystalline 
purity that would establish a 
suitably virginal character, 
were it not for the fact that 
in real life the gifted soprano 
is seven months pregnant (a 
detail that adds to the audi- 
ence's enjoyment}. 

Pizzi’s sets are as agile as 
the soprano’s coloratura, 
and his inventive staging - 
which introduces a fanciful 
horse-drawn charabanc - 
keeps all eyes alert, even 
when ears are not occupied. 

All in all. an evening that 
passes pleasantly, but hardly 
an event that wall linger in 
the memory. 


Pop 


Nostalgia 
on my 
mind 


T hrown up by the 
wave of American 
culture enveloping 
London's Barbican 
Centre this year is a 
plectrum of singer-song 
writers, perhaps tbe most 
persuasive art form 
developed in the DS in the 
past 40 years. To date the 
biggest names have yet to be 
booked, but the series 
kicked off last weekend with 
a fairly seminal artist. 

James Taylor. 

Taylor rarely tours the 
UK. which Is strange since 
his career started here 30 
years ago when be cut his 
teeth on the Beatles Apple 
label, and minted the first of 
his simple, slightly fey, 
songs “Carolina on my 
mind". 

But he has a new album to 
promote (“I've got some new 
material - thank God"), and 
that’s a strong incentive to 
travel. He was rapturously 
welcomed, and delivered the 
ultra cool performance of a 
professional who has seen 
it, and done it, all. Tbe hair 
may have gone, bat the 
threadbare clothes remain, 
giving Taylor the 
appearance of a kindly 
yooth hostel warden. And 
the voice retains all its 
lugubrious whine as he 
sings of the American 
Dream, slightly mildewed. 

It is always hard on an 
artist who scaled his 
creative peak around 25 
years ago and has been 
filling in ever since. The 
audience was baying for 
“Sweet Baby James” before 
he'd cleared his throat, but 
tbe new songs, especially 
“Line them up”, inspired by 
Moonie weddings in 
Madison Square, sounded 
fine in an undemanding 
kind or way. Taylor, always 
mellow, is now very laid 
back indeed, and muses 
about the recent songs with 
a wry detachment 
Some of the detachment 
dung to this part of the 
audience. Tbe genuine big 
hits, songs like “Fire and 
Rain", are still affecting, 
but the Introspective, 
dreamy days of the 1960s 
now seem like a wrong 
turning rather than a new 
age. Perhaps Taylor also 
feels that nostalgia is not 
what it used to be: he keeps 
up a brisk pace, and seems 
more excited about his 
latest, more hard-nosed, 
work, like “Frozen Man”, 
his reaction to tbe discovery 
of a century' old corpse, 
recently uncovered in the 
Canadian perma-frosL 
The backing trio was as 
sedate as Taylor, and only 
in the few up-tempo songs 
did the concert throw up 
any real excitement Taylor 
has been around long 
enough to know what an 
audience wants, that 
“singer-songwriter sensitive 
shit”, and at the end, 
returning on his own with 
guitar, he switched on a 
thousand and more 
memories, and we were back 
around some prairie fire, 
crooning along to that 
infectious cowboy whimsy 
about “Sweet Baby James." 

It was all quite pleasant but 
it hardly mattered. 

Antony 

Thomcroft 



AMSTERDAM 

eitfk Museum 
31-20*732911 


is (1892-1964); survey 
the American painter 
as a Hnk between 
nodemism. abstract 
ism and Pop Art 
vessed by the painters 
ipean avant-garde, . 
also influenced by 
can jazz, and made 
ith a series of stffl Wes 
ne of tobacco; to 


Kfs Opera, Hat 


Tel: 37-20-531 8911 
Die WalkOre: by Wagner. New 
production conducted by 
Hartmut Haenchen in a staging 
by Pierre A udi; Feb 7, 11 , . , 

■ BASLE 

SOIlBFnONS ^ ■ 
Offentliche Kunstammuma 


Teh 41-61-271 0828 
Adolf W0 mi: The Ernst and Maria 
Elisabeth Mumenthater-Ftscher 
Endowment. More than 100 
drawings by the artist whose 
psychiatrists were the first to 
draw attention to hts work; to 
Apr 13 ' 

■ BERLIN 

CONCERTS 

PNRiarmonie 

Tel: 49-30-2546 8354 
Berlin Philharmonic Orchestra: 
conducted by James Levine in 
works by Webern, Messiaen and 
Brahms; Feb 5, 6 

■ BRUSSELS 

OPERA 
La Monnaie 

Tel: 32-2-229 1211 
El Amor Brujo/La Vida Breve; by 
Manuel de Falla. Both works are , 
staged by Herbert Wernicke and 
conducted by Mark Stringer; 

Feb 5 

■ CHICAGO 

CONCERTS 
Orchestra Hafl 

Teh 1-312-294-3000 
www.tdiicagosymphony.org 
Chicago Symphony Orchestra; 
conducted by Daniel Barenboim 
in works by Beethoven, Carter 
and Tchaikovsky; Feb 5, 6, 7, 10 

m GLASGOW 

OPERA 

Theatre Royal 

Teh 44-141*32 9000 
Scottish Opera: Cosi fan tutte: by 


Mozart New production by 
Stewart Lalng, conducted by 
Nicholas McGegan; Feb 5, 7, 11 

■ LONDON 

EXHIBITIONS . 

Hayward Gallery 

Tel: 44-171-261 0127 

www.hayward-gaUery.org.uk 

• Francis Bacon (1909-1992): 
The Human Body. Selected by 
art critic David Sylvester, this first 
major showing of Bacon in the 
UK for ten years, brings together 
important works involving the 
human figure dating from 1945 to 
the mid 1980s, loaned by major 
collections throughout the world; 
■from today until Apr 5 

• Henri Cartier-Bresson: 
Europeans. Previously seen In 
Paris, this display explores 
changes from the. 1930s to the 
1 970s. through the eyes of the 
photographer; from today until 
Apr 5 

Tate Gallery 

Teh 44-171-88/ 8000 
Per Kirkaby (b,1938): continuing 
file series of contemporary 
sculpture displays, this exhibition 
Includes paintings, sculptures 
and a specialty constructed brick 
structure by the Danish artist; to 
May 26 . 

■ los/angeles 

CONCERTS 

Dorothy Chandler Paviflon 

Tat 1-213r365 3500 
Los Angeles Philharmonic: 
conducted by Mark Wigglesworth 
in works by Brahms and 
Beethoven. With piano soloist 


Stephen Kovacevich; Feb 5, 7, 8 

■ MANCHESTER 

CONCERTS 
Bridgewater Hall 

Tel: 44-161-907 9000 
Haifa Orchestra: conducted by 
Kent Nagano in works by Britten, 
including his Double Concerto. 
With viola soloist Yuri Bashmet 
and violin Gidon Kremer. Feb 5 


Mi MILAN 

OPERA 

Teatro alia Scala 
Tel: 39-2-88791 
www.lascafa.milano.it 
Die Zauberfldte: by Mozart. 
Conducted by Riccardo Muti in a 
staging by Roberto De Simone; 
Feb 5, 7, 10 

■ MUNICH 

EXHIBITION 
Hsus der Kunst 
Tel: 49-89-211270 

• Symbolism in England 
1860-1910: previously seen in 
London's Tate Gallery, this show 
presents work by British 
pre-Raphaelites alongside that of 
their European contemporaries. 
Includes works by Rossetti, 
Burne-Jones. Watts and Lord 
Leighton; to Apr 26 

• Arnold BOcklin, Giorgio de 
Chirico, Max Ernst: Journey Into 
the Unknown. Selection of 130 
paintings, collages and sketches, 
previously seen in Zurich; from 
tomorrow until May 3 

JAZZ 

Philharmonic Gastefg 


Tel: 49-89-5481 818 1 
Michel Petrucciani All Star Trio 
1 998: featuring Anthony Jackson 
and Steve Gadd; Feb 5 

OPERA 

Phifharmonie Gasteig 
Tel: 49-89-5481 8181 
Die ZauberflOte: by Mozart. 

Polish Opera production by Mark 
Tracz; Feb 6 

■ PARIS 

CONCERTS 

Salle Pleyel 

Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Theodor Guschlbauer in 
works by Roussel and Brahms. 
With violin soloist Shiomo Mintz: 
Feb 5.6 

OPERA 

Opera National de Paris, Opera 
Bastille 

Tel: 33-1-4473 1300 
Tristan und Isolde: by Wagner. 
New production conducted by 
James Conlon in a staging by 
Stein Winge, with designs by 
Lennart Mdrk. Cast includes 
Wolfgang Schmidt and Sabine 
Hass: Feb 8 

Op6ra National de Paris, Palais 
Gamier 

Tel: 33-1-4343 9696 
Cosi Fan Tutte; by Mozart. 
Conducted by Gary Bertini in a 
staging by Ezio Toffolutti; Feb 5, 
8, 11 

■ ROME 

EXHIBITIONS 
Palazzo Venezia 


Tel: 39-6-6999 4259 
Pietro da Cortona (1597-1669): 
celebrating the 400th anniversary 
of the birth of the Italian baroque 
artist, this retrospective 
comprises around 100 paintings, 
as well as architectural drawings 
and a group of sculptures: to 
Feb 10 

OPERA 

Teatro del I’ Opera 

Tel: 39-6-431601 
www.themiz.it 

Le Nozze di Figaro: by Mozart 
Production for the Teatro 
Comunale in Florence by 

Jonathan Miller. Conducted by 
Hans Graf, with sets by Peter J 
Davison; Feb 5 

■ SAN 
FRANCISCO 

CONCERTS 
Davies Symphony Hall 
Tel: 1-415-864 6000 
www. sfsymphony. org 
San Francisco Symphony 
Orchestra: conducted by Cart St 
Clair in works by Haydn, Brahms 
and Mendelssohn. With cello 
soloist Michael Grebanler and 
violin Chee-Yun; Feb 5, 6, 7 

■ TEL AVIV 

CONCERTS 

Mann Auditorium 

• London Symphony Orchestra- 
conducted by Sir Colin Davis in 
works by Sibelius, Beethoven 
and Sibelius; Feb 5, 7 

• London Symphony Orchestra: 
conducted by Sir Colin Davis in 
works by Berkeley, Beethoven 


and Dvorak; Feb 8 


■ TOKYO 

CONCERTS 
Suntory Hall 

Tel: 81-3-3239 999 9 
Deutsche Open conducted by 
Dietrich Fischer-Dieskau in works 
by Mozart; Feb 6 

OPERA 

NHK Hall 

Deutsche Open TannhSuser, by 
Wagner. Conducted by Jlri Kout/ 
Christian Thielemann in a staging 
by G6tz Friedrich; Feb 5, 

8, 11 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
13130: Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 

05:07; 06:07; 07:07; 08:20; og^O; 
10:20; 11:20; 11:32; 12:20; 13:20: 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from LIFFE as the 
London market opens. 
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Economic Viewpoint • Samuel Brittan 

Some Emu surprises 

The run-up to European economic and monetary union has 
been nearly the opposite of what many had expected 


I nstead of banging on 
about the Maastricht 
conditions and the Sta- 
bility Pact. German 
financial officials would 
have done better to have 
remembered the verse from 
St Matthew which says: 
"But many that are first 
shall be last: and the last 
shall be first." 

About a year ago German 
political and business opin- 
ion was strongly opposed to 
starting Emu with a wide 
membership. The preference 
was for beginning with a 
small northern nucleus con- 
sisting mainly of France, 
Germany. Austria and the 
Benelux countries. But once 
Tbeo Waigel, the German 
finance minister, announced 
his abortive plan to use for- 
eign exchange profits of the 
Bundesbank cosmetically to 
reduce the German budget 
deficit, any possibility of 
keeping out the non-core 
countries vanished. Ger- 
many was no longer in a 
position to lecture on the 
use of clever accounting 
devices. 

Emu is thus almost cer- 
tain to start on time in 1999 
on a wide basis, with II EU 
countries. Moreover, the 
problems caused by this 
membership are almost the 
opposite of what had been 
feared. Even the old formu- 
lation in terms of northern 
versus “Mediterranean” 
countries has proved mis- 
taken - unless Finland and 
Ireland are regarded as Med- 
iterranean. 

The contrast is now 
between the hard central 
core and peripheral coun- 
tries. Far from proving 
embarrassing laggards, the 
peripherals have been the 
best performers among the 
11. The most rapidly grow- 
ing countries have been, in 
ascending order. Spain, the 
UK. Portugal. Finland and 
Ireland - with Ireland win- 
ning all the prizes. Unfortu- 
nately Italy now counts as a 
core country, doing slightly 
less well than Germany and 
France. 

The rapid growth of the 


peripherals has been going 
on for several years and 
accompanied by an inflation 
performance either as good 
as. or better than, the EU 
average or even Germany. 
When it comes to price 
levels, as distinct from rates 
or change, the contrast is 
even greater. The chart, 
which has been prepared by 
Julian Callow of Dresdner 
Kleinwort Benson, shows 
prices of tradeable con- 
sumer products in EU coun- 
tries. compared with those 
in Germany. (Goods heavily 
influenced by differential 
indirect taxes, such as 
drinks and tobacco, have 
been removed.) 

The likely peripheral 
members, excluding Fin- 
land, have much lower 
prices than Germany or 
France. So prices and profit 
margins in France. Ger- 
many and surrounding 
countries should come 
under severe pressure. On 
the other hand, they should 
rise in Spain. Portugal. 
Ireland and perhaps Italy. 
This prospect should not be 
attributed to Emu alone. If 
the single market works as 
intended, prices in tradeable 
products should converge 
(apart from transport costs). 
But a single currency will 
promote "transparency" and 


thus hasten the process. 

The main financial effect 
of prospective Emu member- 
ship so far has been conver- 
gence of bond rates. Nomi- 
nal short-term Interest rates 
are still up to l’/« percentage 
points higher in the periph- 
eral countries than in Ger- 
many. But the gap will have 
to narrow as the end of the 
year approaches. This con- 
vergence has been foreseen, 
perhaps instinctively, by 
international companies, 
which have directed much 
of their overseas investment 
towards the periphery. 

Asian experience shows, 
however, that one can have 
too much of a good thing - 
even growth. If this contin- 
ues at recent rates, some of 
these countries are liable to 
run in to domestic overheat- 
ing. The obvious case is 
Ireland, which cannot sus- 
tain recent growth rates of 7 
to 10 per cent for year after 
year. The pressures are 
already showing up in asset 
price inflation, especially in 
the Dublin property market 
Yet far from being able to 
raise interest rates in a pre- 
emptive move, the Irish cen- 
tral bank is having to pre- 
pare to reduce them as Emu 
membership looms. 

Thus some peripheral 
countries are liable to suffer 


EU price differentials compared with Germany* 
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from excess demand in the 
early years of Emu. Here 
indeed is the main economic 
reason advanced by officials 
in Britain - which can be 
regarded as a non-jo ining 
peripheral - for staying out 
of the first wave. Does this 
mean that such membership 
Is a mistake for peripheral 
countries? Not necessarily. 

A reason the east Aslan 
crisis has been so severe has 
been the plunge in exchange 
rates, which hac madp all 
doliar-denominated debts 
almost impossible to ser- 
vice. Once Emu occurs, such 
an undershooting of 
exchange rates is by defini- 
tion impossible. What is 
likely to happen is some- 
thing more equivalent to a 
localised boom in a region 
of the US, for example a Cal- 
ifornian land rush. 

The basic question, quite 
reasonably raised by Eddie 
George, governor of the 
Bank of England, concerns 
not just the peripherals, but 
also whether unemployment 
levels in the core countries 
are an obstacle to successful 
monetary union. At first 
sight Germany and France 
seem pretty much in the 
sam e boat: a vessel in dire 
condition. The all-German 
unemployment rate is not 
much lower than the French 
one of lay, per cent and it 
has been rising more rap- 
idly. If. however, the eastern 
Lander are excluded, west 
Germany emerges with an 
unemployment rate 2'/, per- 
centage points less than 
France. 

How far this adds up to a 
case for a devaluation of the 

EU growth league 

% Increase in real GOP, 1997 
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franc against the D-Mark I 
am for from sure. Recent 
events have strengthened 
the sceptics' case. The most 
important development has 
been not in recorded num- 
bers. but rather in the 
advent to power of an 
old-fashioned socialist gov- 
ernment in France. This is 
trying to fight unemploy- 
ment by measures - such as 
reductions in working hours 
without adjustment in 
wages - that are bound to 
Increase labour costs. 

If France had a genuinely 
free market government, 
(which it did not have even 
before the 1997 parliamen- 
tary elections) there might 
be a case for a temporary 
downward float of the franc 
to ease the adjustment of 
labour costs. If the Jospin 
administration were to do a 
U-turn on Emu and devalue 
the franc. I could only see 
continuing devaluation and 
inflation for the country, 
which would throw away an 
the hard-won gains of the 
1980s and 1990s. The present 
French government could 
not undertake a credible 
non-Emu policy. 

There is scant prospect of 
tackling European struc- 
tural unemployment by 
overall financial policy 
without tackling its roots in 
the labour market It is cus- 
tomary to put the blame on 
lack of “flexibility". But 
what does this mean? In the 
words of one candidate for 
the presidency of the Euro- 
pean Central Bank - and 
not the one whom you 
would think - the main 
problem is excessive labour 
costs. And these are all 
labour costs and not merely 
the non-wage ones arising 
from social security taxes, 
which it is fashionable to 
emphasise. 

If labour costs can be 
made more responsive to 
market conditions. Emu will 
work. If labour market prob- 
lems are left to fester. Emu 
will not work. But nor will 
anything else. 

sarmieL brinamgfL com 
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If you need to know what’s moving 
UR, European and Asian markets, 
you need AFX NEWS, the real-time 
English language newswires that give 
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corporate news. With the resources of 
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extranet or other network to your 
PC, NC or workstation through 
Windows, browsers and proprietary 
applications. .AFX NEWS has 
reporters across Europe and Asia 
and in other key markets feeding over 
1500 news stories a day direct to your 
system. So, for independent and 
succinct reporting on economic, 
corporate and market news, contact 
AFX NEWS direct or your local 
vendor today. 
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A s confrontatioo 
looms with Iraq, the 
US and Britain face 
the imminent pros- 
pect of sending their armed 
forces - without much help 
from another country - into 
one of the biggest shows of 
force by the western world 
since the cold war. 

Since 1991, when a US-led 
coalition last went into 
action against Iraq's Presi- 
dent Saddam Hussein, Bagh- 
dad's armed forces - at least 
in conventional . terms - 
have considerably weakened, 
and the US has upgraded its 
high-tech arsenal. 

But lingering confusion 
over that exactly the US is 
trying to achieve, and the 
sheer unpredictability of Mr 
Saddam mean that nobody 
can be sure how the two 
sides will emerge from the 
forthcoming test of wilL 
Senior members of the 
Clinton administration say 
their aim is to force tbe Iraq] 
leader to resume co-opera- 
tion with the UN. This is the 
argument they have made 
when preparing domestic 
and international opinion for 
the need for military action. 

Tony Cordesman, one of 
the leading experts on the 
region's military balance, 
believes this is a coherent 
war aim: “It should send a 
clear message that the mili- 
tary cost of non- 
co-operation is unaccept- 
able." 

William Cohen, the US 
defence secretary, and Made- 
leine Albright, the secretary 
of state, have also been at 
pains to make clear what the 
expected military action will 
not achieve. In the face of 
many people's expectations, 
the bombing campaign is not 
intended to overthrow Mr 
Saddam nor to destroy his 
arsenal of biological and 
chemical weapons. 

"If one has to resort to mil- 
itary action, one should not 
overestimate what they will 
in fact achieve," Mr Cohen 
said- “Let's not raise unrea- 
sonable expectations." 

The end. then, is clean to 
persuade Mr Saddam to 
work with the UN. What is 
less clear are the means 
required to achieve that end. 
The defence secretary has 
said that the campaign will 
attack sites used to store or 
produce weapons of mass 
destruction, missile facilities 
and other military installa- 
tions used by the Iraqi 
leader “to threaten bis 
neighbours'*. 

What remains a wide-open 
question is whether tbe Clin- 
ton administration will go 
further, heeding tbe advice 
of hawkish US commenta- 
tors by focusing the attacks 
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COMMENT & ANALYSIS 



in Channel rail link project 


From Mr David Sauters. . 

Sir, Hie problems sur- 
rounding the high speed rail 
link to the Channel Tunnel 
provide an opportunity to 
pause and reconsider the 
project Unless London and 
Continental Railways, tbe 
concessionaire, can find the 
funds with which to com- 
plete the link, its concession 
should be withdrawn; and it 
should not be offered to any 
other group on the same 
terms. Improving rail ser- 
vices to the continent is a . 
matter of cozmnerrial inter- = 
est to their operators and ■ 
users, not of social concern 
to the taxpayer. So the gov- 
ernment should be trying to 
escape from a commitment, 
under thp c oncessio n to 
LCR. to pay £1.8bn towards 
the cost of the project . 

The government’s objec- 


tive should be the construc- 
tion of a rail link with pri- 
vate funds. It should re-open., 
bidding for a concession oh 

this basis, though it should 
accept that bids are unlikely 
! to be made until traffic has. 

. grown substantially, and 
that bidders should be 
allowed to propose alterna- 
tive routes. The present 
route was estimated to cost 
£500m more than the route 
British Rail favoured, whan 
the Conservative govern- 
ment chose it in 1991. A com- 
mercial route may well be . 
different and cheaper. 

Using a hew route would 
require new legislation: but 
legislation is a great deal 
cheaper than construction, 
imd there will be plenty of 
time in which to get it 
through parliament. Hie 
government should not 


allow itself to be rushed, by 
other governments or by 

EurotunneL The timing of 
* the project should depend on 
the decision of a commercial 
developer, and is likely to be 
years away.' 

The government now has 
the. opportunity to undo . 
some of the damage done by 
tbe previous administra- 
tion’s mismanagement of the 
Channel link project. The 
best way of achieving this 
result is to limit tbe govern- 
ment’s involvement to its 
statutory responsibilities for 
p lanning -, and leave every- 
thing else to the private sec- 
tor. 

David Sowers, 

TO Sea-view Avenue, 
Angmering-cn-Sea. ■ ■ 
Lfttlehamp tan. 

West Sussex BN16 1PP, UK 


Russia making notable steps forward 


From Mr Yuri K Fokine. 

Sir, A gains t, the back- 
ground of generally balanced 
reporting in your newspaper 
on the economic situation in 
Russia the review (“Disturb- 
ing picture of chans and cor- 
ruption") by Quentin Peel in 
tbe issue of January 22 of a 
book on Russia ( Rebirth of a 
Nation: An Anatomy of Rus- 
sia, by John Lloyd) strode 
me as rather warped. 

The “bag of beans" spilled 
on the readers' desks has 
evidently been packed for . 
some time and not without a 
purpose. ■ 

Yes, Russia in its eco- 
nomic development is strug- 
gling through ups and 
downs, just like many other 
countries today. But an 
objective observer would not 
but take notice of steps for— 
ward that are a result of a 
huge nationwide effort. To-.' 
gloat over failures and to 
disregard the successes, 
albeit rare and far between, 
is malicious. 

Let me be specific and give 


some Illustrations of the 
onward evolution of the Rus- 
sian economy: - 

• industrial growth is 
reported to have been 
achieved in 1997. . 

• backdated payments of . - 
salaries in the budget 
sphere, as far as the federal . 
government is- concerned, ; 
were finally made in the 
beginning of 1998. 

• the denomination of the 
rouble is proceeding satisfac- 
torily, in an' orderly way and 
without panic. ' 

Let me also refer to the 
view of an internationally 
fiwnwi banker who noted thw 
fall in Inflation, the restora- 
tion of confidence.iri the 
Russian currency, the care- 
ful exchange rate manage- 
ment, the progress in bank 
supervision. . - 

- He also publicly recog- 
nised the “quality of clients 
and partners in Russia and 
the very high educational 
standards of tprhhiriam as 
well as their ability to adapt 
to market economy", and 


concluded that “a renewed 
sense of optimism emanates 
from the Russian govern- - 
znent, and rightly so. l am 
. convinced that Russia will 
succeed in this transition 
process for the benefit of all 
Its citizens and the rest of 
Europe and the world”. 

It would seem that there is 
really a good reason for 
many bankers and business- 
men to acknowledge the pos- 
itive evolution of the Rus- 
sian economy and to ~ 
expedite the process of estab- 
lishing their offices or sub- 
sidiaries in Moscow and 
other important centres of 
Russia. 

Naturally, they are' wel- 
come. as well as their contri- 
bution to the economic 

reform s in an unhanding . 

Russia. 

Yuri E. Fokine, > 
ambassador of the Russian 
Federation, / 

13 Kensington Palace 
Gardens, 

London W8 4QX, UK 


In the line 
of fire 

Bruce Clark on the military 
aims and options in Iraq 



on the Republican Guardt 
both the elite division in the 
Baghdad area which keeps 
the Iraqi leader in power, . 
and the half-dozen divisions 
which be has used against 
Kuwait and the Kurds. . 

Even if they failed to dis- 
lodge tbe Iraqi leader from 
power, attacks on -the guard 
would weaken his ability 
fend off challenges to bis. 
authority, says Michael 
Eisenstadt of the Washing- 
ton Institute for Near East 
Policy. 

Whether that strategy , is 
adopted or not the scale of 
the bombing - campaign 
seems to be growing by the 
day. In the words of. Mr. 
Cohen. It will be “signifi- 
cant more -than a .pinprick". 

This formula is assumed 
to mean that bombing raids 
would in the first instance 
be sustained for several 
days, with the option of con- 
tinuing over several weeks if 
the Iraqi leader shows no 
sign, of backing down. * 

Admiral Michael Mullen, a 
US commander bn board the 
aircraft carrier George 
Washington, has said sea- 
based bombers alone could 
attack Iraqi targets for sev- 
eral weeks “in a very precise 
and devastating manner". ' 

. The. build-up. of US and 
British forces in the region 
is mnehthebiggest since the 
Gulf war. 1 though it is still 
much smaller tban the coali- 
tion assembled ht 139i. 

Two US aircraft carriers. 


each carrying 70 fighters, 
and one much smaller Brit- 
ish one,, are in the Gulf 
already, while a. third' US 
carrier is on the way. Also 
nearby are four US destroy- 
ers, two guided-missfle frig- 
ates and three attack subma- 
rines. 

The US warships are 
understood . to be carrying 
more than 250 Tomahawk, 
cruise missiles, more than 
were used during the Gulf 
war, and their capacity to 
reload- has been upgraded. 

' The Pentagon says it can 
call on 300 aircraft in the 
region far Jess than .the US 
1.200 deployed in 1991, but 
still enough to do the job. 

The military capacity of 
these forces will depend in 
part 'on '-the help -or hin- 
drance they get in the 
region. Defence chiefs say 
.they can still. cope if. ' as 
seems likely, the Saudi goy- 
emtnant restricts - the use of 
US bases , on its .territory, to 
support 'aircraft (carrying' 
early-warning systems and 
refuelling equipment) rather 
than fighters directly 
engaged in raids on Iraq. A 
harder challenge wfU be 
posed if the Saudis deny any 
logistical- support. ... 

' '' That. couldmean relying 
maibly aa the carriers, as 
'wefl.as.B432 bombers based 
on the'. British island of 
Diego Garda in. the Indian 
Ocean. Seaborne bombers 
cany smaller 'payloads than 
land-based ones. ' 


But since 1991, the US has 
further, refined the superb 
comm unications systems 
that are used to give preci- 
sion-guided missiles their 
pinpoint accuracy - and 
developed deadly weapons 
like CBU-97 precision cluster 
bomb, some 30 of which can 
be loaded on a single B-l 
bomber. 'This means that 
scores of tanks could . be 
destroyed on a single sortie. 

Such accuracy, though, 
may not be e noug h to allay 
what everyone considers the 
biggest fear: that Mr Saddam 
has secretly produced weap- 
ons of mass destruction 
' (although not, as yet, the 
means to deliver them) in 
' terrifying quantities. 

A bombing campaign that 
left the arsenal diminished 
but very much intact, and 
failed to weaken the Iraqi 
leader’s grip on power,- could 
weaken the US hand and 
leave' Mr Saddam as the 
moral victor. 

. This fear. has. .. been 
expressed openly by US Con- 
gressional leaders and may 
well be shared privately by 
pro-westem governments in 
the Middle East, who have 
. always, felt they have most 
to lose from, an attack on Mr 
Saddam which enraged him 
hot failed to destroy him. 

An even darker n ig h tmare 
is the remote possibility that 
parts of Iraq's deadly arsenal 
will somehow be unleash ed, 
either deliberately or . as a 
side-effect of US bombing. 

US officials have said little 
- in public -about- how- they 
vwild avoid the danger of 
dispersing biological and 
chemical weapons in the 
course of attacking them - a 
ghastly outcome that would 
Play Into the hands of Mr 
Saddam’s ' propaganda 
machine. But Pentagon offi- 
cials. disclosed to Defense 
DaUy. a specialist publica- 
tion, that there were consid- 
ering the use of 2jHXflb “Wal- 
leye" bombs, developed 
during the. "Vietnam, war, 
which would bury WMD 
facilities under rubble rather 
than destroy them. US offi- 
cials have played down. the 
possibility of Iraq deliber- 
ately using poison or starve 
gas. Baghdad is assumed not 
to possess any medium- 
range rockets that could Be 
tipped with these deadly 
weapons. 

But US officials stflr feel 
strongly enough about this 
« aa 8»r to issue not one, but 
several warnings, that Bagh- 
dad would face a "devastat- 
M3g” response — an. ambigu- 
ous formula that "does- not 
exclude tactical nuclear 
weapons - if . it were, to use 
its non - conventional 
armoury/,- , ' .' - ! 









K- 




\‘ VJi 


, 


£ 


i 


' * » 


%- 
















c *M Dirt 

■>I U 


. w'.'C. 






. r* i'„' 


FINANCIAL TIMES 


THURSDAY FEBRUARY 5 1 998 ★ 


FINANCIAL TIMES 


Number One Southwark. Bridge, London SE1 9HL 
Tel: +44 171-873 3000 Telex: 922186 Fax: +44171-407 5700 

Thursday February 5 1998 



Neither Washington nor London 
wants a war with Baghdad, but 
that is the way they s*Am to be 
heading. They are hying to con- 
vince Saddam Hussein of the 
real dangers Jraq faces if it does 
not allow UN weapons inspec- 
tors to search. for weapons off 
mass destruction. But they are 
in danger of being farced down 
a military path for lack .of effec- 
tive alternatives. 

It is true that neither Wash- 
ington nor London wants a dip- 
lomatic Solution if that monng 
giving up the effort to destroy 
Iraq’s ability to make chemical 
and biological weapons and to. 
fire them at his neighbours. But. 
neither government, can con- 
template military action with, 
any relish. 

The likelihood that air strikes 
could persuade Saddam to 
become mare compliant is vety. 
low, and US policymakers know 
it They would have to target 
every known or suspected weap- 
ons site in the country. No one 
should imagine that ran be 
done without causing extensive 
civilian casualties. Moreover, 
chemical and biological weap- 
ons are easy to move and con- 
ceal Even after weefc$«af carpet 
bombing, there would be some 
left 

Within Iraq, people will 
hardly feel grateful for. being 
bombed 'by western powers if 
Saddam's removal is not-, 
achieved. In the wider region, 
most Arabs and Moslems will 
see Iraq as a victim. And the 
west’s .apparent tolerance of. 
Israeli expansionism make* any 
tough action against Iraq even 
harder to present . 

In the rest of-the world, mili- 
tary-action would clearly be 
unpopular. Although aimed at 
strengthening the UN’s author- 
ity, the action would be per- 


ceived as unilateral, The US and 
UK. rather than Saddam, would 
find themselves isolated. 

A strategy for dealing with 
Saddam is. needed, but it must 
be more credible and acceptable 
to world opinion than those 
tried so far. One starting point 
must be to sharpen the distinc- 
tion between Saddam's regime 
and the Iraqi people who are its 
first victims. That is already the. 
purpose of the oil-for-food pro- 
gramme, Intended to spare, the 
Iraqi people the. worst effects of 
economic sanctions. The pro- 
posed extension of that pro- 
gramme, allowing the UN closer 
supervision of the economy, is a 
step in the right direction. But 
these measures should be 
accompanied by moves to 
deprive the regime of any inter- 
national le gitima cy 

In 1991 the idea of indicting 
Saddam before an Internationa} 
tribunal seemed fanciful. Today 
there are tribunals proceeding 
actively against war criminals 


in former Yugoslavia and 
Rwanda. A UN conference in 
June is expected L to set up a 
permanent international crimi- 
nal court. If anyone should be 
brought before such a court it to 
surely Saddam. If he were 
indicted for crimes against 
humanity it would be easier for 
the UN to apply sanctions selec- 
tively.- 

This is a worthwhile enough 
strategy far the US to consider 
delaying any air strikes while it 
is brought to fruition. Force 
should be held in reserve - 
. ready for use on a massive scale 
-as a deterrent against Iraqi 
. -aggression - with weapons of 
mass destruction. But on its 
own, & campaign . of targeted 
bombing is meet unlikely either 
to destroy those weapons or 
remove Saddam from power. 




Warren Buffett likes to tbU his 
shareholders that he oannot 
bear the thought of trading a 
good night’s sleep fix- a shot at a 
few extra percentage points qf 
return". - > 

Perhaps he has recently, "dis- 
covered a uniquely powerful 
sleeping potion. He will cer- 
tainly need it' Berkshire Hatha- 
way, Mr Buffett's ««npany, Ik®: - 
purchased lSQm ounces of sil- 
ver, perhaps 20 per cent of the. 1 , 
world's yearly output 
Such a big position - worth ,’ 
over 8900m (£540u9 * at -today's 
prices - would --be. enough to;, 
give most, investors sleepless 
nights. Even more worrying, it 
puts Mr Buffett, .one of the-', 
world’s most conservative and 1 
methodical investors,, in . the 
same investment arena as the ' 
Hunt, brothers of^Tcnas, two of 
the most reckless” plungers in" 
history. Their attempt to-corner 
silver in 1979 ended in bank- 
ruptcy and prosecution. 

Mr Buffett clearly has no such 
ambitions. Last summer, says , 
his press release, he “concluded 
that equilibrium, between - [sti- 
ver] supply and demand was 
only likely to be established by 
a somewhat higher price"-' Now, 
with the price up from less than 
45 an ounce to around. $7, Mr . 
Buffett is offering to avoid a 
ruthless squeeze: Anyone who 


has promised, to sen him the 
metal but is having trouble find- 
ing q^to.idejlivqr can dejay£i±tg 
transfer “for a reasonable 
period upon payment of a mod- 
est fee". 

On paper. Mi Buffett has 
made a healthy profit.' The trick 
will be to ; realise it as be liqui- 
dates his huge long position. 
Aoiufring'a'lhw -extra percent- 
age points of return may yet 
glye,: Mr' Btofett cause to "toss 
and turn.: 

' The> deqper 

tale about- the , bullion markets, 
bowser. - As' with: gold, - stiver 
dealings have been transformed 
the arrival of beavily capital- 
ised hedge funds, wining to take 
.big ^ speculative positions.. This 
has greatly improved the liquid- 
ity in the market; but it has also 
-led to. periods; during which 
prices bear, little relation to 
trends in underlying supply and 
demand. 

. Mr Buffett believes he identi- 
fied such .a moment last sum- 
mer - so far, apparently cor- 
rectly. If he succeeds in holding 
cm to his paper profits, he will 
have fought the hedge funds a 
lesson. But he should, perhaps 
remember a thought from one 
of his annual shareholder 
addresses: “In the' end alchemy, 
whether it is metallurgical or 
financial, fails." 


Bank cheek 


The question of who should lead 
the Bank of England into the 
new world of European mone- 
tary union is a dehcate one far 
le British government 
Eddie George,, the ■ present 
governor, would Hke a second 
five-year term, .when his present 
Stint ends in June. He is a gov- 
ernor of stature, respected in 
Europe, where be has played a 
prominent part Jn the discus- 
sions among- central- bankers 
about the implementation of a 
common currency from 1890- H® 
s also piloted the Bank sku- 
tujy into its new rote as the 
guardian of interest rates. ; 

■But there . is- a .snag. -Mr 
George has been outspokemy 
sceptical about Britain’s ability 
to be an early member of the 
euro club and' more ScneraHy 
about the economic difficulties 
which an Emu with broad mem- 
bership could, encounter. 

As befitsa ceUxalTjanker, Mr 
George has.been measured and’ 
analytical in hfe comments', 
en so, a weighty pessimism 

be discerned though the 

smoke of his arguments,.; And. 
this -sits uneasily alongside the ‘ 
eager rhetoric of Gordon Brown, 
the UK ehamcdlar. - 

_The government’s enthusiasm ~ 

has yet to be tested ia. action. 
Even so, the posslbilfiy ■ qf - 
Steady Eddie", tending- a pro-. . 


Emu campaign would seem to 
some about as likely as Cassan- 
dra applauding the Trojan 
Horse. Moreover, It could be 

argued that when .the UK does 
eventually join Emu/ Britain 
will need a Bank governor who 
will be an enthusiastic ambassa- 
dor for the policies of the Euro- 
pean Central Bank in Frankfort 
- These .considerations should 
by no means, disqualify Mr 
George. But they mfeht be rea- 
sonable grounds for change by a 
new government winch wanted 
to signal a decisively more posi- 
tive approach to Emu. 

However, it is’noi-yet dear 
that this is what Tony Blair, the 
prime minister, does wish. Nor 
. is there any evidence that min- 
isters have an obviously better- 
candidate in mind. If the gov- 
ernment does want to make a 
change it should act decisively 
pow. An announcement should 
ideally have been made some 
months aga 

?. The present uncertainty, 
accompanied by whisperings, in 
Whitehall, is undignified and 
unsettling- There are rumours, 
for example, that Mr George 
might be offered a reduced term 
of twi> or three years. But the 
law says it must be fire. The 
time for such tittle tattle is past 
Ministers and tbflfr: aides must 
now put up or shut up. 
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Reaping the whirlwind 

Two big emerging economies are killing themselves to avoid the 
Asian flu. Chrystia Freeland looks at Russia, Geoff Dyer at Brazil 


R ussia’s leaders thought the 
country might get away with 
it But Russia has not escaped 
the aftershocks of Asia's cri- 
sis. Its stock market which 
soared 195 per cent In the first IQ months 
of last year, has plunged 49 per cent from 
its peak. Domestic interest rates have 
.jumped to 42 per cent And the rouble 
could still be in jeopardy: currency traders 
are circling round. 

Russian nffictaiK seem stunned by the 
injustice of it alL “The fundamentals are 
not so bad.” says a mystified Sergei Alek- 
sashenko, deputy governor of the central 
bank. "They are the same as they were 
three months ago, so what has changed?” 

What has changed, changed utterly, is 
investor sentiment. Last year, emboldened 
by the seemingly unstoppable rise of mar- 
kets worldwide, investors looked at Rus- 
sia's messy transition to capitalism and 
saw a glass that was half full Soon, they 
believed, it would be overflowing, as the 
country shifted to economic growth. 

Now, as the impact of the Aslan crisis 
sinks in investors see a g lass that is half 
empty. Deep-rooted problems, to which 
analysts paid scant heed before the impact 
of the Asia crisis became dear, are sud- 
denly centre stage. Investors are particu- 
larly exercised by Russia’s chronic public 
finance problems and its patchy record on 
corporate governance. Foreign money is 
being withdrawn from the rouble-denomi- 
nated bond market with $600m fleeing 
last month. Russian banks are increas- 
ingly reluctant to write forward contracts 
in roubles. 

The anxiety has been heightened by the 
plunge in world prices for crude oti. In 
addition to denting Russia's healthy bal- 
ance of trade and thus depleting the cen- 
tral bank's modest $l6bn reserves, low oil 
prices could further weaken public 
finances. Russia stands to lose $lbn in tax 
revenues if oil prices for Urals crude oil 
average $15.50 a barrel this year, accord- 
ing to MC Securities, an Investment bank. 
Urals crude is trading at around $13.60. 

"If oil export revenues foil our balance 
of trade could be very low or negative.” 
says Mikhail Friedman, head of the Alfa 
group and one of Moscow's top businesss- 
men. "That would put the rouble in a very 
tenuous position.” 

. If the rouble begins to foil, the govern- 
ment could lose credibility fast and the 
effects could be devastating. One of 
Moscow's main achievements in this 
decade of market reforms has been to rein 
in runaway inflation and stabilise the rou- 
ble. A big devaluation could destroy this 
hard-won success, forcing Russia back 
into a spiral of hyperinflation and a col- 
lapsing currency. 

. “If they don't defend the rouble it would 
be utterly disastrous, all the gains from 
stabilisation would be wiped out,” says A1 
Breaph,. an economist at the Russian Euro- 
pean Centre for Economic Policy. "A 
devaluation would be a bottomless pit” 

To avert this nightmare scenario, local 
and foreign businesses are pressing the 
Russian government to produce a strong, 
clearly articulated fiscal austerity pro- 
gramme, including sharp cuts to public 
spending, aggressive action on tax collec- 
tion, and a commitment to industrial 
re s truct u ring, including bankruptcies. 

At the moment, that seems unlikely. 
Riven by Internecine battles and still 
dazed by the abrupt turn in international 
markets, the Russian cabinet shows little 
sign of following Brazil's example by put- 
ting together such a package (see story on 
right). Although there has been no fanfare 
broadcasting a cohesive “emergency pro- 
gramme”, some analysts argue that Rus- 
sia has In fact been pursuing some of the 
required measures. It has, for example, 
been tough on tax collection, collecting 40 
per cent more taxes last month than it did 
in January 1997. 

Ironically, the rouble’s salvation may 
come not from any steps taken by the 
Kremlin, but rather thanks to the under- 
development of the sapling market econ- 
omy. Thanks to the immaturity of the 
lending system, high interest rates - the 
central bank’s chief weapon In defending 
the rouble - may be earner to sustain than 


in more developed economies. Domestic 
mortgages are almost non-existent and 
corporate loans of more than six months 
accounted for only 3-5 per cent of total 
banking assets in October. 

“Interest rates simply do not have the 
importance here that they do In more 
developed economies.” says Christopher 
Granville, head of research at United City 
Bank, a Moscow investment hawk “it is 
clear that the central bank will allow 
interest rates to rise as high as they have 
to defend the rouble.” 

Even if the rouble survives. Russia faces 
a bleak year. High interest are likely to 
choke off economic growth, with the cen- 
tral bank now predicting only 1 per cent 
for the year (against an original estimate 
of up to 4 per cent). Many western Inves- 
tors expect even less. 

For Russia's long-suffering people, who 
have already endured a decade of severe 
economic contraction, that is a dark fore- 
cast. Since 1995, Russia’s leaders have 
inaugurated every year with a pledge that, 
at last, the country was about to reap the 
rewards of its painful market transition. 

This year has been no exception. Just 
last week. President Boris Yeltsin ordered 
his cabinet to produce growth of 2-4 per 
cent, or suffer the consequences. Beyond 
tbe fate of the rouble, a question for Rus- 
sia is how the country's aging titan will 
react when his minions explain that in 
1998, yet again, economic growth is likely 
to prove elusive. 


B razil raises the question: If 
this is good news, what does 
bad news look like? 

Latin America’s largest 
economy has conducted a 
model defence against an Asian-style cri- 
sis In a few days last October, it spent 
S8bn to defend tbe currency, doubled 
interest rates to over 40 per cent and 
introduced a RS20bn (£11 bn) package of 
budget cuts and tax increases. 

“We are much more safe now," Fern- 
ando Henrique Cardoso. Brazil’s presi- 
dent, told the FT last week. Interest rates 
are now falling and, barring a devalua- 
tion in China, Brazil would not face fur- 
ther problems from Asia. 

But the price has been huge. Growth is 
slowing sharply to a forecast 1 per cent 
this year from an estimated 3.5 per cent 
last year. Unemployment, already the 
highest in five years in 1997, is on the 
rise. And even then, not everyone shares 
the president’s optimism. 

“There has been a truce towards Brazil 
since December but tbe economy has not 
decoupled from events in Asia." says 
Paolo Leme. an economist at Goldman 
Sachs in New York. “It's too early to put 
the champagne on ice." 

So is Brazil still vulnerable? The econ- 
omy, as Mr Cardoso never tires of saying, 
is free or many of the problems that have 
caused havoc in Asia. For a start, the 
financial sector is reasonably solid. Brazil 
had the good fortune to suffer its banking 
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crisis in 1995-96 at a time of stability in 
international financial markets: It had 
the good judgment to push through a 
series of mergers and takeovers of strug- 
gling banks. 

Nor is tbe corporate sector drowning in 
debt Several decades of high inflation 
have left Brazilian companies wary of 
borrowing heavily. The low level of cor- 
porate debt helps explain how the econ- 
omy can function at ail with real interest 
rates or 30 per cent. But as several Asian 
countries showed, impressive-sounding 
macroeconomic figures are not always 
enough. 

Brazil faces three problems that could 
still undermine confidence: 

• The central weakness of tbe economy 
is the public finances. Tbe budget deficit 
was 6 per cent of gross domestic product 
in 1996 and is likely to have been more 
than 5 per cent last year. This year is 
likely to be no better. Higher interest 
rates are already pushing up domestic 
debt and doubts are growing about how- 
much of tbe emergency fiscal package 
outlined last year will actually be imple- 
mented. And in February and March of 
this year USS63bn of domestic public sec- 
tor debt has to be rolled over, a heavy- 
schedule even in normal times. 

On tbe external front. Brazil's current 
account deficit increased to 4.3 per cent of 
GDP last year. The economic slowdown 
will reduce import demand but Brazil will 
still need to borrow USS45bn this year. 
That is the cost of financing the current 
account deficit plus maturing interna- 
tional debt. These twin deficits could 
leave Brazil exposed if a new liquidity 
crunch hits emerging markets - whether 
It begins in Asia or results from a large 
Wall Street correction. 

• Tbe second problem is political. An 
election is dne in October and. as Indon- 
esia and South Korea have shown, presi- 
dential elections can add to Investors' jit- 
ters. According to Arturo Porzeranski, 
chief economist for the Americas at ING 
Barings in New York, Brazilian fiscal pol- 
icy could become looser and privatisa- 
tions will slow in the runup to the elec- 
tion, reducing tbe inflow of foreign 
capital, “it is in the second half of the 
year that things will start to look diffi- 
cult.- 

In spite of the austerity measures. Mr 
Cardoso is still favourite to win the poll. 
But political analysts say his popularity 
could start to slip if unemployment rises 
significantly. Investors are betting that a 
second-term Cardoso will be strong 
enough to drive through budget-cutting 
reforms: they could become unnerved if a 
comfortable victory does not look 
assured. 

Tbe government faces a further obsta- 
cle in the run-up to the election. It will 
need to manage expectations about its 
exchange rate policy: in spite of constant 
denials, several investment banks, includ- 
ing ING Barings, are predicting a sizeable 
devaluation in 1999. That could become a 
self-fulfilling propbecy. 

Government officials argue that, with 
the depreciation of the real at 7 per cent a 
year against tbe US dollar and with infla- 
tion low, the existing policy will deliver a 
substantial increase in competitiveness 
over a two-year period. 

• Third, there are long-term structural 
worries. The government must keep the 
pressure on Congress to approve constitu- 
tional amendments to reform the civil 
service and the social security' system 
aimed at cutting spending. Progress has 
been slow. Congress has been in special 
session since January 6 to examine the 
bills, but attendance has been low and 
government whips bave been forced to 
delay several important votes. Opposition 
to the social security reform is likely to 
be tougb. 

For investors, the reforms are a crucial 
test of the government’s ability to tackle 
the structural problems in the economy. 
They also influence tbe short term. As Mr 
Leme says: “They are an Insurance policy 
against another speculative attack.” 

Additional reporting by Robert Chote 
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Banter will back Uikanen's 
hardline stand. If Santer opts for 
one of those famous 
Euro-compromises in which 

, everybody claims to emerge as a 
winner, T.iikanen will be the big 
loser. And Map 2000 will be a 
dead duck. 


Split right 

)■ Stefanos Manos, the 
conservative former economy 
minister who tried to curb the 
power of Greece's pampered 
public sector unions in the early 
l&Os, must be wondering what 
hit him. 

• On Tuesday, the governing 
Socialists adopted one of his old 
- policies and pushed through 
parliament a tough amendment 
.to .make tbe unions accept 
smaller pay increases this year. 
.Yesterday, Manos was kicked 
out of tbe supposedly pro-market 
New -Democracy party, along 
with George Sonflias, another 
ex-economy minister who is 
keen on public sector reform. 

It’s not as if New Democracy, 
out of power for 15 of the last 18 
years, can afford to lose latent, 
■gut it apparently felt that their 
crime - not turning up to vote 
a gains t the amendment - 
merited drastic action. 

Maybe'Manos. 58 - who 
abandoned the family 
biscuit-making business in the 
1970s, to go into politics - should 
-dust off a few more old policy 


papers and send them along to 
Yannos Papantoniou, the 
Socialists’ economy minister. 

He might decide instead to 
rally Souflias and the rest of the 
discontented conservatives 
behind him: if be does, Costas 

Karamanli^, the baby -faced 
law ye r who is ND's current 
leader, had better watch out 


Kovac operation 

■ The strange case of MichalK, 
the son of Slovak president 
Micfcal Kovdfi. has taken another 
Kafkaesque twist he has been 
arrested in the Czech Republic 
on an international warrant 
Kovac junior is wanted in 
Germany for questioning about 
an alleged fraud, but the whole 
affair appears to be tangled up 
with the murky side of Slovak 
politics. 

The dapper young 
businessman says he was on his 
way to Germany, and must now 
trait to be extradited for a 
hearing he bad already 
arranged. He has In the i»st 
accused Slovak police of 
confiscating his passport to 
prevent him leaving the country 
to clear his name. 

in August 1995, be was 
kidnapped, beaten up, forced to 
drink bottles of spirits, driven 
into Austria and dumped, but an 
Austrian court refused to 
extradite him to Germany. There 
was strong suspicion that the 


affair was cooked up by the 
largely unreformed Slovak 
secret service on the orders of 
Prime Minister Vladimir Meciar 
to embarrass the president, 
whom he loathes: be blames him 
for toppling his last government. 

President Kov£d steps down 
next month, but that’s not 
necessarily good news for his 
son: he'll lose the bodyguard his 
father has been lending him 
these past few years. 


Conversion 

■ While Banque Nationale de 
Paris and Banco Santander were 
scrummaging for bits of 
Peregrine's businesses, Credit 
Suisse First Boston made a 
blindside run for the main prize. 
Yesterday the Swiss investment 
bank signed a three-year deal to 
replace the hapless Peregrine as 
main sponsor of the Hong Kong 
Rugby Sevens. Sighs of relief 
echoed around the territory, 
where the annual tournament 
has become a fixture of the 
business and social scene. 

CSFB lias laid on tbe perfect 
excuse for executives of crisis-hit 
companies who want to touch 
down at the March event. It’s 
arranging a three-day conference 
for institutional Investors and 
regional blue-chips on Asia’s 
financial upheaval. The forum 
finishes on the eve of the 
Sevens. Observer wonders which 
will prove more popular. 


100 years ago 

That Fruit Dispute Again 
Washington. 4th Feb. The 
action of Dr. von Miguel. 
Prussian Minister of Finance, 
in issuing the decree 
excluding American fruits. 
&c.. without giving the 
slightest warning to Mr. 
White, the American 
Ambassador at Berlin, is 
declared to be unprecedented 
and discourteous to Mr. 

White. It is felt here that 
there might be a danger that 

Germany's exclusion of 

American fruit would exercise 
an influence on other 
European Governments, 
which, under agrarian 
influence, are seeking 
pretexts for diminishing 
American competition with 
their own farmers. 

50 years ago 

Peso Not To Be Devalued 
Buenos Aires. Feb. J. Senor 
Miranda, bead of the 
Argentine Economic Council, 
has denied recent rumours of 
a possible devaluation of the 
peso. The position of the peso, 
he said, differs fundamentally 
from the pound or the franc. 
Devaluation was a device 
whereby exports were 

stimulated; such a step would 
be ludicrous in Argentina's 
case since the whole world 
was eager to purchase her 
products. 
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US plan aims to ease 
Asian credit squeeze 


By Nancy Dunne in 

Washington and 

Peter Montagnon in London 

The US has launched an 
International initiative to pro- 
vide export credit finance to 
Asian countries facing difficul- 
ties importing the goods and 
components needed to sustain 
their manufacturing indus- 
tries. 

The initiative, ann ounced in 
congressional testimony by 
Larry Summers, the deputy 
treasury secretary, follows a 
proposal from Gob Chok Tong, 
prime min ister of Singapore, 
for a multilateral scheme to 
guarantee letters of credit to 
Asian companies. 

“There is a severe danger 
that the domestic recession in 
these [Asian 1 economies will 
be prolonged by a shortage of 
short-term trade finance," Mr 
Summers said. 

“Weighed down by debt, the 
financ ial system In some cases 
has simply ceased to function 
- making it all but impossible 


for businesses to obtain credit 
to import vital goods and 
materials." 

B ank ers In Indonesia and 
South Korea, the two countries 
worst hit by the credit 
squeeze, have said a shortage 
of credit was crippling some 
industries, thwarting hopes 
that devaluation would enable 
them to export their way out 
of debt problems. 

Australia announced this 
week that It is making an 
unlimited special export credit 
facility available far Indonesia. 

Mr Goh, after meeting Indo- 
nesian President Suharto on 
Tuesday, said his scheme 
would create a multilateral 
committee which could guar- 
antee up to S20bn in credits for 
Asia. Backing of $sbn should 
be easy to organise, he said. 

Both the US and Australia 
have stepped up export credits 
for South Korea, a particularly 
important market for Austra- 
lia and a heavy importer of its 
coal, iron ore and farm prod- 
ucts. John Moore, industry 


minis ter, said that before the 
crisis Australian companies 
were prepared to export to 
Korea without insurance 
cover, but now they require 
guarantees. 

Australia's AS300m (S199m> 
cover would support exports 
worth ASlbn annually, he said. 

John Howard, prime minis- 
ter, announcing the pro- 
gramme for Indonesia, said 
one aim was to ensure that US 
did not use export credits to 
take market share from Aus- 
tralia. 

“Our exporters are facing 
fierce, even on occasions 
actively avaricious, competi- 
tion from US exporters into 
Indonesia." be said. “It is very 
important that my government 
and Australia stand up for the 
interests of Australian export- 
ers and therefore of Aust ralian 
Jobs." 

Summers plea. Page 6 
Asia rally, Page 19 

Russian aftershock. Page 17 


Brussels sets out plan for 
worldwide internet charter 


By Emma Tucker in Brussels 

The European Commission 
yesterday unveiled plans for 
an international charter aimed 
at establishing principles gov- 
erning business on the inter- 
net 

It would encourage co- 
operation between govern- 
ments on legal and technical 
issues such as data protection, 
copyright, taxation and control 
of pornography. 

“If we don't agree to terms 
globally, we will each try to 
set our own regulations, which 
will lead to over-regulation," 
said Martin Bangemann. the 
European Union commissioner 
in charge of telecommunica- 
tions. who presented the plans 
with Sir Leon Brittan, the ELTs 
trade commissioner. “But if we 
do nothing at all, there will be 
a lack of confidence in the 
internet by users.” 

The two commissioners 
stressed that the charter 
would not need a new inter- 


national supervisory authority 
and would not be legally bind- 
ing, but would encourage the 
international community to 
reach an understanding on 
how best to develop common 
approaches to problems. 

“It is not a new international 
organisation we are talking 
about, but a flexible co-ordina- 
tion mechanism," said Sir 
Leon. “We need to be fleet of 
foot ourselves to match the 
nature of the industry.” 

Last year Bill Clinton, the 
US president, outlined a frame- 
work for global electronic com- 
merce, endorsing the principle 
of self-regulation for the inter- 
net 

The US is likely to be wary 
of any EU initiative with 
bureaucratic overtones. 

The online communications 
explosion has thrown up sev- 
eral of legal problems. For 
example, differences between 
US and EU laws on personal 
data protection have emerged 
as a potentially serious barrier 


to global free trade on the 
internet. 

A recently adopted EU law 
makes it illegal after October 
this year for EU businesses to 
“export” personal data for 
commercial purposes to coun- 
tries that lack comparable pri- 
vacy laws - including the US. 
But Mr Bangemann hinted 
that, whatever the law might 
say, there was no question of 
cutting oft electronic com- 
merce with the US on 
October 1. “These laws are not 
marble stones,” he said. 

Other legal issues also have 
to be settled. For example, it is 
not clear which country has 
jurisdiction if a consumer files 
a suit against a company for 
publishing misleading infor- 
mation on its web site. There 
Is also uncertainty about com- 
panies’ rights to internet 
addresses ending in ".com". 

The 15-nation EU aims to 
3gree the charter by the end of 
next year following discus- 
sions with experts and users. 


Stora’s chairman faces calls to resign 


Continued from Page 1 

payments were designed for 
executives forced to resign. 

The association said share- 
holders should have been 
informed about the pay-off. 
According to its 1996 annual 
report. Stora had no agree- 
ments on severance pay with 
top executives. 

“We do not have any confi- 
dence [in Mr Berggrenl," said 
Lars-Erik Forsgardh. Akties- 
pararna's managing director 
and a leading campaigner for 


tighter corporate governance 
in Sweden. 

Stora officials stressed the 
size of Mr Helgesson's sever- 
ance remuneration was linked 
to a company study in 1996. 
which concluded that retire- 
ment packages for its top exec- 
utives were below prevailing 
market rates. 

Mr Helgesson is to receive a 
SKrl8m ex-gratia payment 
(equivalent to three years' 
salary) and a pension worth 
SKr46m. 

Company practice is for pen- 


sions to be paid from the age 
of 65. although Stora has dis- 
cretion to start payments from 
an earlier age. Mr Helgesson's 
pension eligibility has been 
brought forward by five years. 

This agreement is expected 
to set the tone for the forth- 
coming Swedish wage round. 

In this context, cabinet min- 
isters charged Stora directors 
with hypocrisy at a time when 
workers were being urged to 
exercise wage restraint 
Store's most-traded A shares 
slipped SKrO.50 to SKrlQ5J50. 


Fur flies as 
MPs seek 
freedom 
for Pooh 

By Liam HaHfgan in London 

The “special relationship” 
between Britain and the 
United States was last night on 
a knife edge as a diplomatic 
squabble broke out over the 
future of five threadbare 
stuffed animals - known as 
Winnie the Pooh, Tigger, 
Kanga, Eyore and Piglet 

As Tony Blair, UK prime 
minister, met senior American 
officials in Washington, MPs in 
Westminster launched a cam- 
paign to repatriate the “Win- 
nie the Pooh Five” - the toys 
on which A JL Milne based his 
Christopher Robin stories - 
from their “glass case prison” 
in the New York City 
Library. 

Gwyneth Dunwoody, the 
redoubtable Labour MP for 
Crewe and Nantwich, has 
tabled a parliamentary ques- 
tion to Chris Smith, culture 
secretary, asking what he 
plans to do about ending the 
toys’ “70-year ordeal”. 

"They are part of our heri- 
tage and they want to come 
home,” said Mrs Dunwoody, 
known as the “battling tratter- 



Winni e the Pooh: he's 
wanted back in Britain 

ball” to her friends. “I saw 
them recently and they looked 
very unhappy indeed.” 

Mrs Dunwoody. who 
describes herself as “a totally 
emotional politician”, said the 
first publisher of the books 
took the stuffed animate over 
to New York and donated 
them to the City library on 
53rd Street - where they now 
sit in what is known as the 
"Children's Room”. 

“These were the actual toys 
on which the illustrator, 
Ernest Howard Shepard, based ! 
his marvellous drawings 
which brought the stories to 
life,” she said. 

“Just like the Greeks want 
their Elgin Marbles back, so 
we want our Winnie the Pooh 
- the Indignity of It all," Mrs 
Dunwoody added, thus inad- 
vertently undermining the 
government's position that the 
Parthenon sculptures should 
remain in the UK. 

Last night the American side 
refused to give ground. A New 
York City Library official said: 
“They are happy here - their 
glass case is spacious and 
they are very well taken care 
of." 


THE LEX COLUMN 


There Is' no mystery behind the 
sudden shine investor Warren Buf- 
fett bas taken to silver. Demand has 
outstripped supply for the past 
seven years, driving warehouse 
inventories to record lows. But It 
seems to have taken Mr Buffett's 
shrewdness to look past the gloom 
surrounding precious metals and 
bet that the silver market's funda- 
mentals would eventually be 
reflected in the price. Naturally, the 
fact that Berkshire Hathaway, Mr 
Buffett's vehicle, has bought up a 
fifth of annual world supply has 
helped that rise come sooner rather 
than later. 

What next? Mr Buffett is sitting 
pretty. The silver price has jumped 
60 per cent since he started buying 
and he can cover his financing costs 
by Tending out his holdings. But 
Investors rushing in on his heels 
should note that this is a notori- 
ously volatile market. While indus- 
trial demand remains healthy, 
reduced purchases by Indian con- 
sumers could easily undermine the 
rally. 

Beyond that, ft is hard to draw 
conclusions about Mr Buffett's cur- 
rent world view. Buying an infla- 
tion hedge like silver seems to run 
contrary to last aut umn 's purchase 
of bonds, which suggested he was 
more worried about deflation. In' 
reality, Mr Buffett does not pay 
attention to either. He Simply hunts 
for undervalued assets. As usual, it 
seems to be paying oft. 

Iraq 

Russia's president raises spectre .1 
of third world , wan financial mar- 
kets yawn. Yesterday’s reaction to 
Boris Yeltsin's comments an bow 
the Iraqi crisis could escalate seem 
appropriately sceptical. Mr Yeltsin's 
own scenario of a new world war 
looks no more than wild scareman- 
gering designed to rattle US public 
opinion. After all, which power 
would Come to Iraq's rescue if Bill 
Clinton gave the go-ahead for an air 
strike? Mr Yeltsin was not offering 
to do so himself. 

What about an escalation of the 
conflict short of world war? That 
certainly cannot be dismissed out of 
hand. Iraq might just find a way to 
strike back at US allies like Israel 
or Saudi Arabia. But its chances of 
causing much pain look slim: even 
during the Gulf War its counter- 
strikes were pretty ineffectual and 
Its military might is now much 
diminished. A backlash by domestic 
populations against pro-western 
Arab regimes, leading to Islamic 
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fundamentalist governments, is 
also conceivable; as is the implosion 
of Iraq followed by neighbours pick- 
ing' over, its bones. Bat neither 
looks likely. And, even if one' af 
these bad-case scenarios, material- 
ised. the implications far industria- 
lised economies would be minimal. 
It is much too early for investors to 
worry.'. 

NestlS 

The union of Frisktes and Felix 
will set tongues wagging in the 
£5bn ($8.35bn) European petfoods 
market In 1995, Dalgety beat Nestle 
to Quaker bats's European petfoods 
business,, part of the activities the 
Swiss group bought yesterday. In 
those days, these prize assets were 
being snapped up for more than L3 
times sa)o. Now- Nfcstife has landed' 
the number two Spot in the Euro- 
pean mariteC. with SO per -cent of 
branded sales behind Mans's 40 per 
cent Indeed Nestife may be relying 
on Mars' dominant "position to ease 
it through any objections from the 
competition authorities to some of 
the local conce n trations. 

While Dalgety failed to make a go 
of its strong posfticm, the market: 
remains an attractive one. It has 
been growing at 3 per cent s year. 
And In southern and central 
Europe, a much' striafier proportion 
of pets has graduated from scraps 
to prepared food than in the UK. 

. To lure Indulgent pet owners, 
Nesti6 has far mare expertise, than 
Dalgety in consumer marketing. It 
also plans 'to run the. combined 
FrisJdes/Spiflers activities on a cost*, 
efficient, pan-European basis - pets . 
apparently have less nationalistic 
tastes than humans, Assuming no 
Mars attack an prices, the £715m 


acquisition should pay off for' Nes- 

. tie.- ' v ; v. • •• 

. US economy i r .>, - . : 

The c^risumet^enllug boomhas 
been such -a stalwart- -prop of US 
economic growth that; Invests are - 
casting around for fuel 4hat tolght 
keep ft burning- Tliefr JatfeBthop^-iS' 
mortgage refiftanffags; ■ on tire basis 
that lower debt^cbsts wlll'.laad^ 
' households to 1 increase'; bonaUmp-^ 
don. A previous spate oPaefinanC- 
ings is credited with heftdn^yrerive 
the economy hi tiaafawly 
.- The figures araimprfasrtye^ Appli- 
cations for mortgage 'refinancings 
have quadrupled over the-.; past 
month. But the net benefit of those 
refinancings depends on how big a 
reduction homeowners Obtain com- 
pared with their previous mort- 
gages. In the early 1990&; thdy were 
able to shed double-digit mortgage 
rates agreed ihtbelSSOs. Thegaiha 
- from the latest wave.- sparked by 
homeowners faking advantage Of 
lower lodg-fatm interest fates- 
have been - thbre modest. TTie boost 
to disposable incomes Is hkriyto-be 
correspondingly small: Y .7 ' -. • 
'Moreover, consUmers-are net Sav- 
ers. So they d& not imarMBIguously 
benefit front- falls- in Interest -rates,: 
at .least at the shbrf 1 rad/ Federal ■ 
Reserve figures show that at Sep- 
tember" 1997, pS households- owed 
around S32m$m-ln home mortgages' 
but owned nearly ¥ie, 000 bn ih cash _ 
and bonds. The main -benefit to con-, 
stimers from lower rfafa .hr indirect; 

- it -stimulates the business sector 
■and thus jofrgrowtti. Mortlswe fafi- k 
naittlngs ^thansehres : ifciR • tiBk] pre- 
vent the economy lowing. ' 

Granada 

1 . Gerty Robinson'S.- golden boy 
image Is tarnished. The row over 
the excessive amounfa awarded to 
Granada directors for , reducing 
their compensation rights in 
. event of a -takeover Tufa dragged.' tax' 
ancl on. After tte: directors refosect- 
to return : the fash', shareholders 
hoped far a concession -in t aking 
contracts down to one year without 
further compensation. Even after 
opposition to the re-election of 
remuneration committee member 
John Ashworth, no such concession 
seems forthcoming. To squander 
goodwill In this way is a shame. 
Other remuneration . committees 
should take note. 

Additional Lex note on Dalgety, 
Page 24 
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Europe today 

Northern Scandinavia wifi have sun- 
shine and snow showers. Southern 
parts will be cloudier with periods of 
rain and snow. Eastern Europe will 
also have snow showers. Germany, 
France and most of central Europe 
will be dry with long spells of sun- 
shine. Spain and Portugal will have 
a lot of cloud with showers and per- 
haps persistent rain in more north- 
ern parts. Southern Italy will be 
mostly cloudy with showers but 
more northern parts will be dry with 
plenty of sun. Eastern parts of the 
Mediterranean and the Balkans will 
be doudy with rain which is likely to 
be heavy and prolonged at times. 

Five-day forecast 

All areas will be changeable. 
Northern and central Europe will turn 
cold before becoming milder with 
spells of rain. Scandinavia and 
eastern Europe will see further snow. 
The Mediterranean will remain 
showery. The showers will be 
prolonged in places. 
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Beatles tunes may 
drive VW launch 

Volkswagen, the German car company, hopes to 
feature Beatles’ music in launch advertising for 
Its new Beetle-car. Volkswagen confinned it was 
In "early, early” discussions with Apple, the 
Beatles’ management company. Page 21 

®°®ch benefits front Mercedes* misftap 

Trie biggest beneficia- 
ries of Mercedes-Benz’s 
problems with its - 
A-Class car were . 

| - thought to have been 
rival carmakers. But 
the focus has. shifted to 
suppliers, especially 
-Robert Bosch, the . 

' world’s second biggest . 
car parts group and one 
of Mercedes-Benz’s 
most important suppli- 
ers. He rman n Scholl (above), Bosch's chairman, 
admits the carmaker's decision to re-engineer 
the A-Class will bring extra business. Page 20 

Rush of IIS drug* mergers unlikely 

Takeover speculation has gripped the US phar- 
maceuticals sector in the wake of the Smith- 
Kline Beecham/Glaxo Wellcbme merger pi«w in 
the UK. But analysts say a rush of mergers is 
unlikely. *T don’t think you'll see anotherthree 
or four deals this year,” said one. Consolidation - 
“may take another five years”. Page 28 

Vietnam relaxes rice monopoly • 

Vietnam is to allow private m m panieB to ex por t 
rice direction a trial basis. This 1 b a break-. . 
through in relaxing a state monopoly that 
penalises farmers and has shackled export . • - • 
potential- The decision is part of the liberalisa- 
tion of the rice trade begun last year. Page 28 
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Deal with Dalgety may signal Swiss group's return to acquisition trail 


Nestle pays $1.1 7bn for Spillers 


By WHBam Hah in Zurich and 
Maggie Uny in London 

Nestle, the Swiss foods group, 
yesterday returned to its 
acquisitive ways with a £715m 
<$U.7hn) cash purchase of the 
Spillers petfood business firms 
Dalgety of the UK. 

The deal, subject to regula- 
tory clearance, would give 
Nestle 20 per cent of the Euro- 
pean branded petfood market, 
making it second to Mars, 
which has over 40 per cent. It 
Is now third behind Spillers, 
with an 8 per cent share. 

The acquisition is its biggest 
since the 1992 purchase of Per- 
rier, the mineral water group. 


and suggests Nestle may be 
back on the acquisition trail 
Its shares tumbled SFr35 to 
SFr3,360 after the announce- 
ment, but recovered to close 
up SPr3 at SFr2*S98 against the 
trend of the Swiss market 
Over the last decade, two 
thirds of Nestl&'s growth has 
crane tram acquisitions. Pater 
Brabeck, who took over from 
r-hflvrmaw Helmut Maucher as 
chief executive last June, 
pledged to re invigorate its 
sluggish internal growth. 

Ken Hanna, chief executive 
of Dalgety, said Nestle had 
approached the company early 
in January. “Spillers Petfoods 
is such a good strategic fit to 


Nestl4 that they were prepared 
to pay tomorrow’s price 
today,” he said. 

Freddie Hasslaner, an ana- 
lyst at Bank Sal Oppenhehn in 
Zurich, said the acquisition fit- 
ted Nestlfe's strategy of acquisi- 
tions in areas with above aver- 
age long-term growth. 

Paul Deacon of Goldman 
Sachs said he expected Nestle 
would be able to increase the 
margins on the Spillers busi- 
ness from around 5 per cent to 
8 or 9 per cent. 

Nestle entered the pet food 
business with the 1985 acquisi- 
tion of Carnation of the US. 
which had a big US presence 
with brands such as Friskies. 


In 1994 H bought Alpo Petfoods 
from Grand Metropolitan of 
the UK for 5510m- It tried to 
buy Quaker Oats’ European 
pet food business ic 1995, but 
Spillers won that auction. 

Nestle expects to realise syn- 
ergies in administration, pur- 
chasing, sales and research 
Friskies is strong in southern 
Europe and will fit well with 
Spillers' strength in the UK 
and northern Europe. 

Dalgety also announced the 
sale of Martin-Brower, its US 
distribution business, for 
£l20m. It said it would return 
£650m. or 225p a share, to 
shareholders, and pay off bor- 
rowings. Its shares jumped 


49Hp to 343p as it surprised 
the market both by the timing 
of the disposals and the prices 
received. The deals follow the 
sale last week of Dalgety’s food 
ingredients activities for 
£3G0m. In all. the group has 
netted £l.04bn from the three 
deals after tax and expenses. 

Dalgety published results 
showing pre-tax profits falling 
from £43m to £34.8m in the 
half-year to December 31. 

Lazards advised Dalgety and 
Credit Suisse First Boston on 
the Spillers sale; Morgan 
Stanley advised Dalgety on the 
Martin-Brower sale. 


Lex, Page 24 


Asia rally signals end of the beginning 


But analysts doubt whether 
the upswing will be sustained, 
Peter Montagnon reports 


B ill Clinton may not have 
intended it, but the US 
president’s wake-up call 
to President Suharto at the 

height of Indonesia’s ftiumrfal 

meltdown in January turns 
out to have been something of 
a wake-up call to Asian equity 
markets as weH 
Since around that - time, 
share prices across Asia have 
jumped, culminating in some 
spectacular rises this week. On 
Tuesday. Malaysia’s market- 
rose 23 per cent, following dou- 
ble digit /gains on Monday in 
several regional markets. 

Investors could be forgiven 
for aiwnming that Asia's mar- 
kets, after the pounding they 
have taken over the last year, 
are finally -on the turn. 
Professional analysts, how- 
f-evurv whMe ihey agree the 
regiqn’s : economic crisis 
appears to have entered a new : 
phase, still question the degree 
to which the.rally .is likely to 
be sustained. • 

'TPs the end of the begin- 
ning, and the beginning of the 
middle." says Jonathan Fran- 
cis of Putnam Investment 
Management in Boston, point- 
ing out that much hardship 
looms before Asia's economies - 
are finally on the mend. 

'. A number of elements 
needed for a solution have 
fallen into place, he says. 
Among t fiwn are active con- 
cern by Western governments, 
symbolised by Mr Clinton’s 
intervention; a firm commit- 
ment from China that it will 
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not devalue; indications from 
South Korean labour unions 
that they are prepared to 
accept layoffs; and a concerted 
effort to deal with private sec- 
tor foreign debt 

All this has produced a 
“relief 7 rally, says Mr Francis, 
“but we are not mobilising a 
wall of money to throw at 
these markets.” 

Doubtless the behaviour of 
US em e rg iTi g market investors 
will {day a leading role in the 
shape of the recovery, but the 
more conservative institutions, 
such as pension funds, will 
need to consider carefnlly 
before they re-enter the mar- 
ket, he adds. 

There are some signs of US 
money returning to Asia but it 
is in swraTi amount s, analysts 
say, and may reflect short- 
covering on the part of hedge 
funds, some weighting adjust- 
ment by large institutions, and 
a faint revival of interest 
among mutual fund investors. 

Deep Kapur, regional strate- 
gist with Salomon Smith Bar- 
ney in Singapore, calculates 
that about $l5Qm of US mutual 
fund money flowed into Asia 
in January compared with an 
outflow of RL5bn during all of 
last year. But he says Asian 
markets remain far too volatile 
to attract volume buying. 

Using the call options mar- 
ket as an Indicator suggests 
that the volatility Implicit In 
Hong Kong equity prices is 
two to three times its normal 
level, he says, adding: “We will 



see more violent swings, but 1 
am not sure they wifi all be on 
the upside.” 

A mong continuing wor- 
ries are the fear that 
Indonesia’s private sec- 
tor debt could be much larger 
than thought: Mr Kapur puts 
the exposure of Korean banks 
to Indonesia as high as $25bn. 

Above all there is the con- 
cern that what Mr Francis 
calls the middle phase of the 
crisis will involve deep and 
painful adjustment with a con- 


sequent delay to the recovery 
of corporate earnings. There is 
still a need to recapitalise 
banks, which will take time 
and effort as owners resist 
being diluted, says Chris Wood 
of Peregrine in Hong Kong. 

According to Bill O’Neill of 
HSBC James Capel in London, 
equity markets may have 
largely discounted weak eco- 
nomic performance in Asia 
this year, “but 1999 will be a 
challenging year, as well - 
very much dependent on suc- 
cess in the export drive.” 


Mr Wood adds: “Currency 
markets should bottom before 
equity markets really recover.” 

There is some evidence of 
currencies stabilising in South 
Korea and Indonesia, and 
Thailand's baht has traded 
consistently above its low 
point for weeks. 

But more time, and more 
policy follow-through on eco- 
nomic adjustment, are needed 
before domestic interest rates 
can safely come down. Only 
then will the equity markets 
really come awake. 


Endesa’s 
acquisition 
targets 
will test 
Enersis link 

By Tom Bums in Madrid 

Endesa, the Spanish power 
group, has targeted acquisi- 
tions in Brazil that will test its 
relationship with Enersis, the 
Chilean electricity company it 
controversially took control of 
last year. 

The partnership wifi have its 
first trial in a planned joint bid 
for generating businesses due 
for privatisation in the first 
half of this year in the state of 
Sao Paulo. 

Endesa has set aside some 
Pta250bn ($1.6bn) for invest- 
ment in Latin America this 
year. The timing of the Brazil- 
ian investment is important to 
Endesa because it coincides 
with a further stage in the 
privatisation of the Spanish 
company. 

Disagreements between End- 
esa and Enersis shareholders 
cast a cloud over the first 
stage of the sell-off when the 
Spanish government disposed 
of a 25 per cent stake in the 
power group. With another 20 
per cent of the group due to be 
sold off before the summer. 
Endesa is anxious to demon- 
strate the potential of its 
Chilean partner. 

Endesa was forced to set 
aside a wide-ranging strategic 
alliance with Enersis after 
shareholders of the Chilean 
company said the arrangement 
curtailed their independence. 
The dispute prompted the 
dismissal of the Enersis direc- 
tors who had forged the ambi- 
tious link with the Spanish 
group. 

Rafael Miranda, Endesa 
chief executive, said the joint 
venture projects in Brazil 
underlined the degree to which 
trust had been restored by a 
new Enersis five-member 
board appointed in November. 

The board has two directors 
representing Chilean share- 
holders, two Endesa nominees 
and a chairman agreed by both 
groups. 

“The risk we took with 
Enersis has been completely 
vindicated, and it is the most 
brilliant investment we will 
ever make.” Mr Miranda said 
of the Pta205bn investment 
that bought Endesa 28 per cent 
of the Chilean company and 
32 per cent of its voting rights. 

A successful outcome of the 
SAo Paulo bid is likely to 
prompt the two companies to 
join forces again in Mexico, 
where more privatisations are 
planned in the utility sector. 


MoDo profits fall sharply 


By Tim Burt In Stockholm 

MoDo, the. Swedish pulp and 
paper • group, yesterday 
blamed a sharp fall ha full 
year profits on volatile prod- 
uct prices and heavy losses on 
currency hedging. 

The company, one of the 
country’s largest paper manu- 
facturers, saw pre-tax profits 
fall from SKr2.92bn ($36 lm) to 
SKx2.03bn last year, even 
though sales rose modestly 
from. SKr21-5bn to SKr2L9bn- 
• MoDo lost SKr347m on cur- 
rency hedging compared with 
a gatn of SKrl.45bn in 1996. 

The grotto said ft was likely 
to make a further loss of 
SRrl05m on currency hedging 
- based on exchange rates at 

the start of 1998. . 

Currency losses were the 


main factor behind reduced 
earnings per share of SKrl6, 
compared with SKr22. 

MoDo’s most commonly 
traded B shares yesterday 
shed SKr9 to close at 
SKriU5.50. 

After currency losses, 
MoDo's pre-tax profits rose 
from SSrlATbu to SKriL37bn 
for the year as a whole and 
from SKr566m to SKr606m in 
the fourth quarter. 

Bengt Pettersson, chief exec- 
utive, said demand for palp 
had slackened, particularly in 
Asia, and that pulp prices 
remained under pressure, 
although prices far fine paper, 
paperboard and newsprint had 
been raised recently on most 

European ma r k et s. 

“Demand for forestry prod- 
ucts Is firm In Europe, 


although the crisis in Asia is 
causing some uncertainty 
regarding future economic 
developments,” he added. 

ht spite of a fall to profit 
margins from 15.2 per cent to 
10.2 per cent, the company 
said that firm order Intake 
and recent price Increases 
justified a maintained divi- 
dend of SKr9. 

• MoDo and SCA, another of 
Sweden’s leading forestry 
products groups, have warned 
that a threatened strike by 
shipping officers at their 
transport venture would seri- 
ously disrupt exports. 

The strike, due to begin 
tomorrow, has been called in a 
dispute over pay and condi- 
tions. Export tonnage by the 
two paper groups is worth an 
estimated SKr250m a week. 


GE arm in talks with Toho 
on life assurance alliance 


By GilHan Tati in Tokyo 

GE Capital, the financial 
services arm of General Elec- 
tric of the US. bs considering a 
joint ' venture with Toho 
Mutual, the troubled Japanese 
life assurance company, to sen 
pensions, and life products. 

If the plan goes ahead, it wiB 
represent a partial ' bafl-out of 
the Japanese group - the flrgt 
in Japan’s mutual life assur- 
ance sector, which' has been 
plagued by- heavy Josses in 
recent years. 

Western companies are step- 
ping up their attempts to pene- 
trate Japan’s financial services 
markets ahead of the sectur’B 
planned “Big Bang" deregu- 
lation. ' 

. GE Capital and Toho Mutual 
yesterday, admitted they were 
discussing an alliance but 


denied any firm decisions bad 
been taken. According to pre- 
liminary rtisnnurinns . the ven- 
ture would be majority owned 
by the US group, which would 
provide a large injection of 
capital. The new group would 
establish a life assurance busi- 
ness in Japan, with Toho 
Mutual left to manage the 
existing life policies. 

Several Japanese life compa- 
nies have agreed loose alli- 
ances with foreign groups 
before, but none has sacrificed 
such a huge part of its core 
business to a foreign partner. 

If it proceeds, the alliance 
will be perceived in Tokyo as a 
rescue of Toho Mutual. The 
company has significant bad 
loans and is regarded as one of 
the weaker life assurance com- 
panies. Moody’s, the US credit 
rating agency; has given it 


a Caal. or Junk bond, rating. 

As several other life com- 
panies are understood to be in 
a weak financial position, the 
Japanese government is likely 
to encourage further alliances. 

Analysts said the move 
could prove astute for GE Cap- 
ital, probably giving access to 
Tdho's Client Ust It would also 
be able to rlngfence its 
operations from the old. 
unprofitable business at Toho. 
limiting the potential liability 
of Toho's huge problems. 

David Threadgok). analyst at 
ENG Barings, said: "It looks as 
if Toho Mutual have Just given 
away their future. But then 
they probably didn’t have a 
future - this shows the pres- 
sure they are under.” 

GE Capital has been expand- 
ing its business steadily in 
Japan since 1994. 


TTiis announcement appears 3S a matter of record only 
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KLM mulls buy-back of state’s stake 


By Barbara Smit 
In Amsterdam 

KLM, tbe Dutch airline, 
yesterday confirmed it was 
considering a buy-back of 
the 25 per cent stake held 
held by the Dutch 
government, as well as other 
share packages. 

The carrier is keen to 
reduce a mounting cash pile 
which at the end of last year 
was about FI 2.8bn ($1.3?bn). 

KLM stands to make 
another $600m from the sale 
of its remaining stake in 


Northwest Airlines, its US 
partner, in the first quarter 
of this year. 

With a string of divest- 
ments planned as part of a 

restructuring, analysts say 
the airline could have as 
much as FI 4.4bn at its 
disposal in the near future. 

After last year’s 13 per 
cent state sell -off, KLM has 
always made clear it may be 
interested in buying back 
part of the remaining 25 per 
cent stake. 

Tbe state bolding includes 
an 11 per cent package of 


common shares, and a 14 per 
cent stake in preferential 
stock. 

However. Rob Abraham- 

sen, chief financial officer, 
stressed yesterday that KLM 
was also looking at “several 
other categories" of shares, 
which he refused to specify. 

Analysts suggested that 
the airline may be eyeing 
the 4.6m participation 
certificates - which carry no 
voting rights - held by the 
pension funds of KLM pilots. 

At current prices, this 
6.5 per cent holding is worth 


Bosch benefits from 
Mercedes’ mishap 

W hen Mercedes-Benz The decision to re-engineer DM29 bn - came from 
admitted it bad a tbe A -Cl ass has drawn atten- motor industry, with to 
problem with its tion to ESP. a system so far Log systems accounting 


W hen Mercedes-Benz 
admitted it bad a 
problem with its 
wayward A-Class car, 
observers assumed the big- 
gest beneficiaries would be 
rivals, such as Volkswagen, 
into whose small car terri- 
tory it had strayed. 

Almost four months after 
the A-CIass's misadventures 
in the now infamous “elk 
test” manoeuvre, tbe focus 
has shifted to suppliers. 

None has more to gain 
than Robert Bosch, tbe 
world's second biggest car 
parts group, which is one of 
Mercedes-Benz’s most impor- 
tant suppliers. 

Bosch specialises in car 
parts, but has operations in 
consumer goods, telecoms 
and capital equipment. It 
makes the electronic black 
boxes which will keep tbe 
A-Class on four wheels when 
encountering Nordic beasts 
or other diversions, by 
applying the brakes selec- 
tively to prevent roll. 

Hermann Scholl. Bosch’s 
chairman since 1993. is the 
last to gloat about the prob- 
lems at one of his best cus- 
tomers. But he admits Mer- 
cedes-Benz’s decision to fit 
the Electronic Stability Pro- 
gramme will contribute 
“a substantial amount of 
additional business". 

While the move meant dis- 
rupting production plans 
and the allocation of more 
capita], “to triple the vol- 
umes", Mr Scholl is not so 
disingenuous as to deny the 
advantage Mercedes' mis- 
haps have had for Bosch. 


The decision to reengineer 
the A-Class has drawn atten- 
tion to ESP. a system so far 
limited to luxury cars which 
now looks set to break into 
the mass market. 

Many analysts believe 
Mercedes' decision to install 
ESP will create a new bench- 
mark in the small car seg- 
ment, obliging others to fol- 
low suit And Bosch’s speedy 
response to its customer's 
dilemma has Improved rela- 
tions with one of Its best cli- 
ents. “I have the feeling Mer- 
cedes-Benz really understood 
we made a very big effort for 
a major customer. I t hink 
that has been acknowl- 
edged," says Mr Scholl. 

ESP is an extension of the 
automated braking systems 
which first brought electron- 
ics into the mechanical 
world of brakes. ABS. one of 
Bosch's main businesses, 
like ESP. started on luxury 
cars before trickling down. 

Braking and stability con- 
trol systems were already 
growing for Bosch before the 
A-Class affair. In 1996. it 
bought the light vehicle 
braking activities of Allied- 
Signal. of tbe US. That con- 
solidated Bosch's position as 
one of the biggest manufac- 
turers and gave it a large 
slice of the US market. 
Brakes are now the biggest 
single part of the group’s 
automotive division, itself 
Bosch's largest business. 

The company is about to 
announce group sales rose 
more than 13 per cent to 
DM46.6bn ($25.6bnl last year. 
About 62 per cent - or 


DM29bn - came from the 
motor industry, with brak- 
ing systems accounting for 
about DM6bn. Power tools, 
white goods and heating 
equipment are expected to 
have represented about 
DMlObn; telecoms about 
DM5bn; and capital equip- 
ment. DM2bn. 

About six percentage 
points of last year's rise in 
group sales came from genu- 
ine growth, says Mr Scholl, 
while four percentage points 
derived from acquisitions, 
notably the first full year’s 
contribution from AlliedSig- 
nal operations. The sales 
increase was “about 3 per 
cent more than I had expec- 
ted" and was driven by the 
automotive and consumer 
goods sides, he says. 

Nevertheless, the pressure 
on components has been 
relentless as carmakers have 
demanded lower prices. 
“Due to the strong globalisa- 
tion of the motor industry 
and our dependence on 
many German plants, the 
profitability of file automo- 
tive side has deteriorated 
significantly in the past five 
to seven years," Mr Scholl 
says. 


H e has already intro- 
duced plans to 
improve matters. 
Braking was reorganised last 
year into one operation, 
spanning the world. 
Although car demand is 
fairly mature in Europe, the 
US and Japan, he sees poten- 
tial in new markets. Even in 
mature regions, growth 


approximately FI 335m. 

"This would make a lot of 
sense." said Richard 
Brakenhoff, analyst at 
Kenipen & Co. 

“By acquiring all the 
government’s common 
shares and the pension 
funds certificates, KLM 
would structurally boost its 
earnings per share by some 
IT per cent” 

It was deemed less likely 
that the government would 
let go of its preferred 
stock. 

Given the low level of 


interest rates, share 
buy-backs have become an 
attractive option for many 
Dutch companies, although 
the practice is still hampered 
by unfavourable tax redes. 

Analysts expect many 
more such transactions later 
this year, after the adoption 
of tax reforms that should 
make them less expensive. 

Mr Brakenhoff added that 
buying back shares was the 
most logical solution to 
KLM's cash surplus, because 
it lacked other investment 
opportunities. 



Hermann Scholl: ‘substantial additional business’ 


could come from the adop- 
tion of more sophisticated 
products such as ESP. 

He does not envisage any 
big acquisitions on the auto- 
motive side, although he is 
alive to opportunities in Asia 
after the turmoil there. 

The diesel and petrol 
engine systems business - 
about as big as braking for 
Bosch - is already well 
established around the 
world. Here the growth 
potential lies in technologi- 
cal change. Bosch is the 
leader in common-rail diesel 
engines, which are emerging 
at the forefront of a number 
of new techniques to 
improve performance and 
reduce emissions. The com- 
pany is also active in direct 
injection petrol engines. 

Mr Scholl sees big poten- 
tial through links between 


businesses, such as in-car 
entertainment, navigation 
systems and telecoms. 

Bosch is one of the world's 
two main producers of on- 
board navigation systems. 
Demand has so far been rela- 
tively small, largely because 
of limited software and high 
prices. But Mr Scholl reck- 
ons sales could leap with the 
incorporation of real-time 
traffic information into 
route-planning syst ems. 

Such a development will 
remove one of the most 
important limitations for on- 
board navigation technology. 
The other hurdle remains 
price, but costs will foil as 
volumes rise to meet expec- 
ted growth in demand. 

Haig Simonian and 
Graham Bowley 


Brussels clears Roche’s Corange deal 


By Emma Tucker in Brussels 

Roche, the Swiss pharmaceuticals 
group, has won European Union reg- 
ulatory clearance for its Sllbn take- 
over of Corange, a private Bermuda- 
based company which owns the Ger- 
man diagnostics company Boehrin- 
ger Mannheim, by agreeing to sell 
most of its clinical chemistry in-vitro 
diagnostics business. 

It will also have to offer more 
licences for PCR, the technique used 
in diagnostics and DNA fingerprint- 
ing to detect genetic materia], 

A five month antitrust investiga- 
tion by the European Commission 
concluded that Roche's takeover of 
Corange, a leading medical diagnos- 


tics specialist, would squeeze compe- 
tition in clinical chemistry- The 
Commission said the concessions, 
which it will monitor closely, were 
enough to reduce the parties’ market 
shares and strength in the relevant 
national and product markets. 

“The EU's conditions are hard, but 
they have no substantial effect on 
the acquisition.” said Roche. 

The takeover must still be cleared 
by the US Federal Trade Commis- 
sion. Roche expects the FTC 
announcement "in the near f enure". 

The Roche-Corange deal, 
announced last May. is the biggest 
acquisition in Roche's history and 
will create one of the world's top two 
companies in the S19bn-a-year mar- 


ket for diagnostic equipment, with 
annual sales of SFr3.5bn ($23bn) and 
13,500 staff. 

The Commission inquiry found 
that for clinical chemistry in-vitro 
diagnostics - used to test for glu- 
cose, cholesterol, sodium and other 
substances in the body - the merged 
company would have a dominant 
position in Austria, Denmark, Ger- 
many, Finland. Portugal. Spain and 
Sweden. Roche, therefore, agreed to 
divest the majority of its business in 
these member states. 

The Commission also found that 
Roche had bnilt a dominant position 
in the market for DNA probes in all 
member states of the European Eco- 
nomic Area - the European Union 


plus Norway, Iceland and Liechten- 
stein. 

The merger would have strength- 
ened this position even further, as 
Boehringer Mannheim was about to 
enter the market and would have 
become one of Roche’s most serious 
competitors. 

Brussels believes the agreement to 
license the PCR technology will 
allow new entrants into the DNA 
probe market and should accelerate 
that market's development 

Through the deal, Roche will also 
acquire control of DePuy. a US- 
quoted company which is 84J2 per 
cent owned by Corange. DePuy is 
one of the world's leading manufac- 
turers of artificial joints. 


He said: “Since all the 
troubles with Northwest 
Airlines. KLM has become a 
bit paranoid about minority 
stakes in other airlines." 

In spite of this, KLM last 
year acquired a 30 per cent 
stake in . Braathens, the 

Norwegian carrier, and is 
also looking at stakes in 
privatised east European 
airlines. 

The Dutch airline’s 
collaboration with Italy’s 
Alitalia, agreed last year, did . 
not Involve any ' share 
transactions. 


Losses 
deepen 
at Saab 
Auto 

By Tim Burt in Stockholm 

Saab Automobile, the 
troubled Swedish carmaker, 
yesterday announced wors- 
ening losses after incurring 
heavy sales and marketing 
costs on new models. 

The company. SO per cent 
owned by General Motors of 
the US. saw pretax, losses 
deepen from SKrl.lBbn to 
SKrL88bn (S226m) last year 
after more than doubling its 
spending on wnn-icgtSwp and 
lifting technical develop- 
ment spending 20 per cent. 

Saab said the resnlts, 
achieved on sales of 
SKr22.4bn against 
SKrl9.7bn, were in line with 
expectations. 

It predicted that the losses 
would foil sharply this year 
and that it would move into 
profit in 1999 and 2000. 

“There has been a heavy 
investment in new models - 
the 9-5, tbe 9-3 and a new . 
station wagon. Saab, has 
never before produced so 
many new products," the 
group said. 

At the operating level, 
losses almost doubled from 
SKr658m to SKrl.23b.n- 

Nevertheless, Saab said: 
“These results are entirely 
consistent with our longer- 
term recovery plan, which 
required significant expen- ' 
di tores on. new product 
development and improve- 
ments in our marketing and 
distribution capability.” 

It sold 100,300 cars last 
year, 3 per cent up on the 
year before. Sales in the US, 
its largest market, were flat 
at 28,300 cars. ; * 

Over the past 10 years, 
more than SKrllbn has 
been invested in Saab by. 
GM and Investor, the main 
investment vehicle of Swe- 
den's Wallenberg business 
empire, which holds 50 per 
cent of Saab. GM has a put 
and call, option. over Inves- . 
tor’s 50 per cent holding, 
exercisable in 1999. 1 
• Volvo, the Swedish auto- 
motive group, said yester- 
day its 1997 truck deliveries 
climbed 8 per cent to 68,981 
units. Deliveries to the 
European market fell 1 per 
cent to 34,463 trucks. Deliv- 
eries to the North American 
market were 20,903, up 24 
percent 


EUROPEAN NEWS DIGEST 


Daf plans further 
production rise 

Daf the Dutch truefcmaker bought by Paccar of the US 
last’ year, is to recruit 300 workers at its Eindhoven and 
Westerlo plant* and is to increase production for the 
fourth time within 12 months. 

The moves by the company, which was rescued from 
receivership by the Dutch and Belgian governments sev- 
eral years ago. follow a 41 per cent increase in sales of 
Dutch and Belgian-produced trucks last year, to a record 

23,700. , 

When tr ucks built for Daf by the separately-owned Ley- 
land Trucks to the UK are included, total sales reached 
32,500. Under the ownership of Seattle-based Paccar, the 
world’s second-biggest heavy tru efcmak er, Daf has 
launched into a wide ranging product renewal programme 
and is expecting further substantial growth this year, said 
Cor Baan. president 

While Daf s finan cial results are no longer reported sep- 
arately, Mr Baan said turnover last year rose from FI 3bn 
to FI 3.6bn ($1.76bn) and that “net profit has followed this 
track". 

Paccar, which has never incurred a loss in more than 60 
years of trading, yesterday announced soaring sales and 
record profits for last year; Net income jumped 71 per cent 
to $344-6m, or $4.43 a share, from $20 lm, or ($2.58 a share 
in the previous year. Consolidated sales were 50 per cent 
hi ghpr at $6.5bn. Unit sales of Paccar's Peterbilt. Ken- 
worth. Daf and Foden trucks rose to just under 80,000, 
said Mark Piggott. chairman. 

The latest planned production increase at Daf will lift 
output to 110 trucks a day. At the time of Paccar's take- 
over. daily output was 65 trucks. Daf has now become 
“probably Europe's most profitable truck maker" , Mr 
piggott said. John Griffiths. Amsterdam 

■ Renault VI, the truck making arm of the French car- 
maker. yesterday reported a 12 per cent advance in 
annual unit sales, spurred by export growth and a strong 
performance by Mack Trucks, its US heavy trucks subsid- 
iary. The improvement, from 64,560 vehicles in 1996 to 
72,280. puts the group within striking distance of 1995 
sales levels of more than 75.000 units. 

Mack accounted for the bulk of the gain, with sales 
ahead 20 per cent to 30.025, against 25,010 in 1996. The 
group said Mack started, the current year with “excep- . 
tlonal” order bookings, it expects the European market 
for trucks over five tonnes to remain stable in 1998 at 
about 250,000 registrations. David Owen, Paris 

■ VOICE TECHNOLOGY 

Belgian group sharply up 

Leraout &Hanspie, the Belgium-based voice technology 
specialist in which Microsoft recently acquired a S45m 
stake, yesterday announced sharply higher fourth-quarter 
and full-year results together with plans for a 2-for-l stock 
split. 

The 10-year-old company, which is quoted on the Nas- 
daq and Easdaq exchanges, reported fourth-quarter net 
income including one-time charges and currency gains of 
$9 -5m. compared with a loss of $9m a year earlier, on reve- 
nues up 150 per cent to $33.8m. 

Revenues for the group, which announced a strategic 
partnership with Microsoft in September, included $8 ,5m 
from the core speech technologies activities, $10. lm from 
the dictation division, $10.5m from translation services 
and S-LSm from machine translation. 

For the full year, the company reported net income 
excluding one-time charges of $22m, or $1.14 a share, com- 
pared with $3J>m. or 0.21 a share, in 1996. Paul Taylor. 

Brussels 

M PACKAGING 

CGIP to halve Crown Cork stake 

Compagnle G£n€rale d’lndustrie et de Participations, the 
French industrial holding company headed by . Ernest- 
Antoine Seiili&re. president of the country's main employ- 
ers' federation, is selling about half its stake in Crown 
Cork&Seal. 

CGIP said that the sale back to the US packaging group 
of 53 per cent of its equity capital would close on March 2 
and that it would receive about FFr2 J2bn ($36lm.i. 

CGIP, whose holdings, include stakes. to Cap Ge mini , the 
computer consultancy, and Valeo, the car parts group, 
said the.deal was “to strengthen its cash position and - ■ 
take strategic initiatives". 

.Following the transaction, it will hold 4.99 per cent of 
i Crown Cork & Seal shares. The companies said that the 
I deal put ah end to a 1996 shareholders' agreement and 
that CGIP would lose the right to designate Crown Cork & 
Seal directors. David Owen 


Comments and press releases about international 
companies coverage can be sent by e-mail to 
mternat3onaLcampomeS@fx.com 
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Newmont 

Mining 

Corporation 


Annual results 1997 

■ EPS up 70 % before merger costs 
■ A record production of nearly 4 million equity ounces 

Activity 

Newmont Mining corporation and Newmont Gold company earned $1.07 per snare for ' ~o. 

*tne full year before costs associated with the acquisition of Santa Fe Pacific Gold a 

Corporation. 

Newmonrs Chairman. President and chief Executive Officer Ronald C. cambre said 1997 §j 

was ‘anoustanding year. Despite a $01-an-ouncedmp In the realized gold price we achieved 9 

wrist we set out to accomplish’. He said nkjSghts for the past year Included : incor 

• The successful and orderly Integration of Santa Fe, t}ef ' 

• Record production of nearly 4 mIHJon equity ounces against 3.1 million In 1996. fl 

•A 14 percent reduction In total cash costs to $187 per equity ounce, making Newmont 0 

the lowest cost producer among the world's senior gold companies.. - ■ 

• The start of construction at Batu Hljau in Indonesia. I 


Newmont 

CnM = — 

Company 


Consolidated income statement 

tin millions of S. except per ouncel 

Sales ; 

income before taxes and minority interest 
Newmont cold net Income before merger 
& non-recurring Items 

Newmont Cold net Income m 

Newmont MinJng net Income 111 
Cash costs per ounce 


r- -:>*■? 723:'^ r . 
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prospects 

Looking forward, Mr. cambre saw Newmont expects to produce between 3.8 arid 4 million 
ounces of gold annually throughthe year 2000 at a total cash costof under $200 an ounce. 
"we mil adjust production schedules and capital outlays as needed comaxlm&ecas/Tflonr, 
thus assuring that we can continue to grow while remaining hia strong financial posttiorr. 
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income per share 
before merger 
(In dollars) 
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_ Net Income 
per common share 
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Gold production 
'.. tmnnorisofozsi 

sharetrolde reformation 
.for a full copy of toe news release • 
in Engush, please address ail 
requests to Banque Paribas - remi 
5, rue dAnttn- 7S0Q2 Pads. France. 
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SBC lifts payout 20% ahead of merger 


By WHBam Hafl in Basle 

Swiss Bank Corporation 
yesterday reported* 60 per 
cent increase in 1997 net 
income to SFr&ibn, (SL4bn), 
which was below some ana- 
lysts' expectations, but 
sweetened the disappoint' 
ment by proposing to raise 
its dividend by 20 per cent 

SBC announced the result 
at yesterday's extraordinary 
general meeting, where 
shareholders overwhelm- 
ingly voted to merge . with 
UBS and endSBCs 125 years 
of independence. Although 

Telekom 
warns of 
cuts in 
investment 

By Frederick StQdemann 
in Hanover 

Deutsche Telekom, 
Germany's biggest telecoms 
company, yesterday warned 
that an unfriendly regula-- 
tory environment could 
force it to scale bade sub- 
stantial infrastructure 
investment plans. ' 

Hon Sommer, chairman,, 
said that while, he welcomed 
the liberalisation of Ger- 
many's telecommunications 
market at the start of the 
year, Deutsche Telekom 
resented having to "roll out 
the red carpet for our com- 
petitors’* by provkfing infra- 
structure and other services 
at below cost 

He said that Deutsche ' 
Telekom, which was par- 
tially privatised in 1996, 
planned to' invest DM50hn 
($27.5bn) by 2002. more than 
double the amount planned 
by the company’s three 
main competitors pot 
together. 

“We will examine care- 
fully whether we can afford 
such considerable invest-, 
ments in thefntnre, of the 
information society if com- 
petitors profit for free from . 
them and the productivity 
gains they create." 

Deutsche Telekom would 
not ■'subsidise” Its competi- 
tors, he said. - 

“In plain words this 
means, for instance, that we 
expect our competitors to 
substantially share the costs: 
involved if we create the 
technical and administrative 
conditions for a customer 
to be able to switch to a 
rival.” 

Mr Sommer’s, comments 
follow Deutsche Telekom’s 
reluctant concession last 
month to reduce . by half 
charges levied on customers 
switching to the company’s 
competitors - most of which 
lease capacity from the for- 
mer monopoly. 

He said that the regula- 
tory framework that had 
been put in place since liber- 
alisation was unsatisfactory. 

Zt had heralded a price war 
rather than stimulated 
competition in quality and 
innovation. 

Separately, Deutsche Tele- 
kom yesterday announced 
the establishment of a new 
subsidiary, called T-Mart, to 
develop internet retailing 
possibilities for Germany’s 
small and medium-sized 
businesses. 

The other partners in the 
venture are International 
Business Machines, the US 
computer company,' and 
Intershop, a German elec- 
tronic commerce . group 
which is partly owned by 
Deutsche Telekom. 


the. profit was in line with 
the bank's earlier forecasts, 
it was lower than the 
$Fr2.5bn that some analysts 
bad been forecasting - as 
recently as last December. 

Net Income of about 
SErfJOOm in the second half 
of 1997 was about SFl200m 
higher than in the compara- 
ble period of 1996, but it was 
sharply down on the 
SFrl.33bn earned in the first 
half of 1997. SBC's profits 
have been growing faster 
than those of its two bigger 
rivals, but th«» results sug- 
gest its trading profits have 


been hurt by the recent vola- 
tility in the financial mar- 
kets and the problems in 
south-east Asia. 

SBC win report a “techni- 
cal loss" of SFrSOOm for 1997 
because of the need to shoul- 
der its share erf the SPrTbn 
restructuring costs of the 
merger , with UBS. Although 
it wifi have lost money for 
two years in a row. Marcel 
Ospel, SBC chief executive, 
said the results, before spe- 
cial factors, were comfort- 
ably ahead of budget and the 
dividend would be. increased 
to SFrl2 a share to mark the 


"successful performance". 

He also indicated that the 
new UBS would aim to pay 
out between 4U per cent and 
50 per cent of its earnings. 

Mr Ospel, who will be 
chief executive of the 
enlarged group, said the new 
group had set itself some 
“very ambitious” goals. Nev- 
ertheless, even if it achieved 
a sustainable rate of return 
on equity or between 15 per 
cent and 20 per cent, it 
would still be well below 
that achieved by comparable 
banks in the US and UK. 

Mr Ospel said the group's 


Beetles want Beatles, 
if VW ean afford it 


By Graham Bowtey in 
Frankfurt and Alice 
Rawsthom In London 

Volkswagen, the German car 
company, hopes to ride a 
wave of 1960s nostalgia by 
featuring the Beatles* music 
in launch advertising for its 
new Beetle car. ' 

If the deal goes ahead, 
Volkswagen would be expec- 
ted to pay a record sum. 

The highest amount paid 
so far for the advertising 
rights to a single song Is the 
$8m paid by Microsoft to the 
Rolling Stones ' to feature 
Start Me Up in its Windows 
95 campaign. Bruce Spring- 
steen is said to have rejected 
a $12m offer from Chrysler 
in 1987 to use Bom In The 
USA in a car comroerciaL 

Volkswagen confirmed 
this week' that it. was in 
"early, early” discussions 
with Apple, the Beatles’ 
management company, in 
the hope of securing consent 
of the three surviving band 
members - Paul McCartney, 
George Harrison and Bingo 
Starr - and Yoko. Ono, John 
Lennon’s widow. 

-'.The first time a Beatles 
song was used in an adver- 
tisement ended in contro- 
versy when Apple claimed 
that Nike had used Revolu- 
tion in a 1987 sports shoe 
commercial without permis- 
slbrL Apple sited Nike and 
f its -advertising agency, 
together with Capitol, the 
Beatles' OS' record label, and 
EMI,; the latter’s parent com- 
pany, claiming $l5m in 
damages. 

Reluctant to risk a repeti- 
tion, Volkswagen will 
include Beatles* music in the 
Beetle campaign, due to 
start in the US this spring 





The Fab Four may back VWs new car, if rights are granted 


and the UK next year, only 
with Apple’s consent 
. If Apple agrees, Volkswa- 
gen will have to negotiate a 
price for the advertising 
rights with the owner of the 
chosen song. The rights to 
'almost afl the classic Bea- 
tles’ compositions belong to 
Sony ATV Music Publishing. 

Sony acquired Northern 
Songs, the Beatles’ music 
publishing catalogue, in 1995 
as part of a $500m deal with 
Michael Jackson, one of its 
best-selling pop singers. Mr 


Jackson, now a minority 
shareholder in Sony ATV, 
bought Northern Songs and 
other music publishing 
rights for $4Sm in 1985. 

. The value of the advertis- 
ing rights to pop and rock 
songs has risen rapidly 5 in 
recent years, as advertisers 
have sought to appeal to age- 
ing “baby boomers” as well 
as to younger consumers. 

Aretha Franklin, the US 
singer, even re-recorded Res- 
cue Me as Deliver Me for a 
Pizza Hut commercial. 


French group sniffs out 
funds to market ‘nose 5 


By Andrew Jack in Paris 

A small French company in 
the south western city of 
Toulouse plans to seek 
money with a quotation on 
the Paris “nouveau marchd” 
this spring to help it finance 
the marketing of its pioneer- 
ing electronic noses and 
tongues. 

Alpha MOS, founded in 
1992, daiiriR to be the world 
leader in the development of 
"noses” which are already 
widely used in corporate 
research laboratories and 
being introduced to help 
quality control in manufac- 
turing. 

One hundred of its 
s ys tems have already been 
bought by companies includ- 


ing Coca-Cola in the US. 
Danone in France and Uni- 
lever in the Netherlands. 

The international police 
network Interpol has worked 
with the company to build 
up a databank of the smells 
of criminals and to investi- 
gate criminal activities 
through such analysis as 
detecting the odours of dif- 
ferent banknote inks. 

Alpha MOS is also running 
a pilot project with the 
RATP. the Paris transport 
authority, to survey the 
smells in its underground 
system and to regulate the 
introduction of perfumes. 

Jean-Christophe Mifsud. 
the chemist who founded the 
company and is its presi- 
dent, stressed that his sys- 


tem would never replace the 
need for human creativity in 
developing new food, drinks, 
perfumes and other prod- 
ucts, but it could belp 
ensure consistency. 

The company has previ- 
ously focused on its "elec- 
tronic nose”, with applica- 
tions in the agro-food, 
chemicals, perfumes, cosmet- 
ics and packaging sectors. It 
estimates there will be con- 
siderable growth in applica- 
tions related to the environ- 
ment in the future, such as 
monitoring pollution levels. 

However, it is also devel- 
oping an “electronic tongue” 
to detect odours in liquids, 
and is working with Dutch 
researchers on an “elec- 
tronic mouth”. 
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enlarged private banking 
business, which would be 
the biggest in the world. will 
grow revenues by lo per cent 
a year and its activities out- 
side Switzerland would be 
significantly expanded. It 
will also be the world's 
fourth biggest asset manager 
with a goal to deliver supe- 
rior investment performance 
and rank in the top third of 
its peer group. 

Revenues on this side of 
the business are targeted to 
grow by 12 per cent a year 
and the emphasis will be or. 
globalising investment fund 


distribution and expanding 
pension fund management. 
In investment banking, the 
aim is to be one of the top 
five international invest- 
ment banks. 

Mr Ospel also went to 
some lengths to back up 
UBS's claims that the two 
banks were not suffering a 
massive defection of clients 
as a result of the merger. 
SBC had enjoyed a net 
innow of client funds since 

the merger announcement 
which was a clear sign of 
customer confidence, he 


Sony woos 
European 
record labels 


EUROPEAN NEWS DIGEST 


Astra USA sues 
ex-chief executive 


Astra USA. a unit of Swedish pharmaceuticals company 
Astra, has filed a suit against Lars Bildraan. former chief 
executive, alleging fraud and related wrongdoing. The 
company claims in the suit that Mr Bildraan used Astra 
USA funds to perform about S2.3m of work ou three 
homes he once owned. The company is seeking reim- 
bursement for that and other expenses, it hopes to obtain 
an award in excess of Si5m. 

An attorney representing Mr Bildman was not immedi- 
ately available to comment. 

Mr Bildman was fired by the company in June 1996. At 
that time. .Astra accused him of using company funds for 
personal expenses. He also faced allegations of sexual 


harassment. 


Reuters, Boston 


By AHce Rawsthom 

Sony Music, the record 
company behind Celine Dion 
and the Manic Street Preach- 
ers. is in talks with indepen- 
dent record labels in France 
and Germany as part of its 
strategy of creating a Euro- 
pean network of independent 
labels. 

Paul Russell, president of 
Sony Music Europe, a sub- 
sidiary of the eponymous 
Japanese electronics group, 
said he hoped to win invest- 
ment or distribution deals 
with a number of indepen- 
dent labels to establish an 
alternative for distributing 
music throughout Europe. 

Sony has longstanding 
agreements with several UK 
independent record compa- 
nies. Including Creation, 
which represents Oasis and 
Primal Scream, and Nude, 
Suede's label. These deals 
give Sony exclusive rights to 
distribute their music out- 
side the UK, and substantial 
minority shareholdings in 
both companies. 

Last month, Sony secured 
similar accords with Skint 
and Loaded, a UK dance 
label, and Double T Records 
in Belgium. It also struck a 
distribution deal with Yo 
Mama, a German dance and 
acid jazz labeL 


These labels now liaise 
with Sony through its SINE 
(Sony Music Independent 
Network Europe) subsidiary 
based in London. SINE chan- 
nels their releases through 
distribution networks owned 
by existing Sony-owned 
labels, such as Epic or 
Columbia, m Europe. 

Mr Russell said the next 
step would be for the inde- 
pendent labels within SINE 
to distribute each others' 
releases in their own mar- 
kets. This process will start 
with Yo Mama handling the 
distribution of The Divine 
Comedy, a band signed to 
Setanta. one of the UK inde- 
pendents linked to SINE. 

The creation of the new 
network will also signifi- 
cantly increase Sony's distri- 
bution capacity, according to 
Mr Russell, thereby enabling 
more SINE recordings to be 
released across Europe. 

The revenue from the sale 
of those recordings should, 
in theory, belp to ease the 
cashflow problems that have 
traditionally haunted inde- 
pendent record companies. 

Mark Chung, senior 
vice-president of SINE, has 
started talks with various 
European labels and is in 
active negotiations with 
“two or three” labels in 
France and Germany. 
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Saipem rises 10% to L266bn 

Saipem, the oilfield services division of Eni, the Italian oil 
and gas group, has reported a 10 per cent rise in 1997 oper- 
ating income ahead of a planned share issue that will see 
its parent company reduce its stake from 66 per cent to 
about 45 per cent. The company said operating income 
last year was L266bn iSl-lfcm (, against L242bn in 1996. 
Operating revenues rose from Li 802 bn to L3,189bn. and 
net income was L200bn, against LlTobn. Sai pern's share 
issue, due to get under way next month, is expected to 
raise* up to LI JlOObn. Some -30m new shares will be issued. 

SBC Warburg Dillon Read, which has been advising Sai- 
pem. is jomt lead manager and bookrunner with Goldman 
Sachs and CUD. the Italian investment bank. 

Viwcenr Boland 

■ FASHION RETAILING 

H&M to expand after 32% lift 

Henncs & Mauri tz, the Swedish-based international fash- 
ion retailer, is stepping up its rapid European expansion 
with plans to open 60 outlets this year. H&M. which yes- 
terday reported a 32 per cent surge in full-year profits, 
said six of the stores would be in France, a new market. 

Pre-tax profits rose from SKrl.Sbn to SKr2.5bn f$S09mj. 
This was in line with market expectations but H&M 
shares fell SKrll.50 to SKr352 on profit-taking. The com- 
pany added 47 stores during 1997. helping to lift sales 
from SKrl7.2bn to SKr21 .3bn. H&M said demand was 
weak throughout 1997 across the 11 countries in which it 
operates, although a slight improvement was noted in 
Scandinavia. Short-term and long-term liabilities rose 
from SKrSbn to SKrt.-jebn. Earnings per share advanced 
from SKr6.43 to SKr8.i7 and the dividend was set at SKr3. 

Greg Mclvor, Stockholm 

■ BRICKS 

Wienerberger jumps 55% 

Wlenerberger Baustoffindustrien of Austria, the world's 
biggest briekmaker. said yesterday 1997 pre-tax. pre-excep- 
tional profits rose 55 per cent from Sebl.37bn to Scb2.12bn 
Sales rose 2 per cent to Sch15.4bn. The company 
bad forecast a 25 per cent rise in profits to Schl.7bn, 
which was revised in mid-1997 to Sch2bn. It said it wanted 
to develop its industrial activities while keeping profits at 
a high level. AFX News. Brussels 
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executive to chair Yasuda 


By Gillian Tett 
in Tokyo 

Fuji Bank, one of Japan's largest. 

Is to dispatch its vice-president to 
become the chairman of Yasuda 
Trust Bank. 

The move could pave the way for 
a closer integration of Yasuda 
Trust's operations into Fuji Bank, 
one of Japan's largest commercial 
banks. 

The announcement yesterday 
triggered heavy trade in the banks’ 


shares: Yasuda Trust rose Y17 to 
close at Y256 and Fuji fell Yo to 
Y795. 

The fate of Yasuda Trust is 
regarded as a test case for the 
restructuring of the Japanese 
financial sector and its ability to 
deal with troubled companies. 

Yasuda Trust is a member of the 
Fuyo corporate group, which is 
centred around Fuji Bank. 

Yamaichi. formerly Japan's 
fourth largest broker, was also 
allied to the Fuyo group, but when 


Yamaichi ran into financial diffi- 
culties last year. Fuji Bank refused 

to save the broker. 

This initially prompted specula- 
tion that Fuji Bank might also 
refuse aid to Yasuda Trust, which 
has been weighed down with bad 
loans and has an equity portfolio 
which is highly sensitive to falls in 
the stock market. 

However, since Yamaichi's col- 
lapse. Fuji Bank has stressed that 
it believes that Yasuda Trust has a 
viable future - leaving many ana- 


lysts to conclude that it had in 
effect chosen to support Yasuda 
Trust instead of Yamaichi. 

Officials at Fuji have also indi- 
cated that they want to create a 
holding company when the govern- 
ment permits such a step later this 
year. Yasuda Trust yesterday 
denied that any holding company 
would be formed imminently Nev- 
ertheless, Fuji has recently been 
building Its ties with the group. 

It has informally Indicated that it 
would provide a large portion of 


YlOObn C$792m> extra capital that 
Yasuda Trust is seeking to raise its 
capital adequacy ratio. 

This step was likely to leave Fuji 
the largest shareholder in Yasuda 
and could posh its ownership 
towards 20 per cent, Yasuda Trust 
indicated yesterday. 

Meanwhile. Fuji Bank will send 

Kazuhiko Kasai, deputy president, 
to be an adviser to the group. He 
would become chairman in the 
summer, subject to shareholders' 
approval, the companies said. 


Peso behind Petron’s first loss for 22 years 


ASIA-PACIFIC NEWS DIGEST 


By Justin Marozzi in Manila Profile: Petron 

Fetron. the largest 
Philippine petrol group, slid 
Into the red for the first time 
In 22 years after the peso 
crisis hit earnings. 

The results added to con- 
cerns in the Philippine oil 
sector, with new entrants 
yesterday threatening to 
ieave the country unless 
Congress ruled on the indus- 
try’s deregulation. 

Late last year, the 
Supreme Court issued an 
injunction halting price rises 
and declared unconstitu- 
tional the law deregulating 
the oil industry. Shortly 
afterwards, oil companies 
said they were "bleeding" 
and the industry has since 
been in a state of limbo 
waiting for a new deregu- 
lation law. 

Petron, which is 40 per 
cent owned by the govern- 
ment and 40 per cent by 
Saudi Aramco. yesterday 
blamed its 1997 net loss of 
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63lm pesos on its inability to 
pass on spiralling costs to 
compensate for the collapse 
of the peso. The group lost 
2.1bn pesos (&52m> in the 
fourth quarter alone. In 1996. 
its profits were 4_2bn pesos. 

The currency has fallen to 
46.66 pesos to the dollar, 
compared with 26.4 pesos 
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before the currency crisis 
began in July. 

Analysts have been over- 
whelmingly bearish on the 
group's prospects in the 
present environment. 

Alex Connor, head of 
research at lndosuez 
W.I. Carr, said: “We t hink 
Petron will make a slight 
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operating profit with the fall 
of international crude and 
the recent price increase. 
But margins will still be 
quite thin and we don't view 
It as attractive.** 

Petron also identified the 
deregulation issue as a big 
problem. Virginia Ruivivar, 
head of Petron investor rela- 
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tions, said: "We don't know 
if we are going to continue 
under a regulated regime 
with the government con- 
trolling our prices.” 

Rey Marquez, executive 
director of the Philippine 
Institute of Petroleum, said 
yesterday that four new 
entrants - France’s Total, 


Coastal of the US, Petronas 
of Malaysia, and the Petro- 
leum Authority of Thailand 
- planned to invest $4Q0m- 
$500m but were holding off 
until a new law was passed. 

"Congress adjourns on Fri- 
day and if there's no law by 
then, the odds are there 
won't be one until after elec- 
tions in May," he said, "They 
just can't wait that long.” 

The PEP sai± “The frustra- 
tions of Total are equally 
shared by all other new play- 
ers and unless decisive 
action is taken on or before 
Congress adjourns . . . most If 

not all may terminate 

Philippine operations and 
move their investment else- 
where.” 

A special bicameral meet- 
ing is due to be held in the 
Senate today to discuss a 
new oil subsidy and a transi- 
tion phase. The government 
favours no subsidy and no 
transition phase, but popu- 
list politicians want it incor- 
porated into a new law. 


Saison disposals include Inter-Continental hotels 


By Bethan Hutton In Tokyo 

Japan's Saison group is to 
sell assets including the 
Inter-Continental Hotels and 
Resorts group to cover bad 
debts, mainly at group com- 
panies affiliated with Seiyu. 
the supermarket operator. 

The group’s need for cash 
was underlined yesterday 
when Seiyu revealed it 
would sell its 21 per cent 
stake in the Family Mart 
convenience store chain to 
Itochu, the Japanese trading 


company, and other compa- 
nies in the Saison group. 

Itochu will pay about 
Yl30bn tSlbni for 28.62m 
shares in Family Mart, 
which will take its stake to 
30.6 per cent. The sale is due 
to be completed by the end 
of this month, the end of Sei- 
yu’s financial year. 

Seiyu has reduced its hold- 
ing in Family Mart from 
about 50 per cent to 20.9 per 
cent over the past three 
years. Family Mart will 
remain within the Saison 


group as other Saison-Jinked 
companies will maintain a 
substantial stake. 

Saison also confirmed it 
was negotiating with at least 
throe hotel groups interested 
in the Inter-Continental 
chain, which it bought for 
S2.ibn in 1988. 

Bass, which owns the Holi- 
day Hospitality hotel chain, 
Ladbroke. owner of Hilton 
International, and Marriott 
international are believed to 
be the three main bidders. 
Patriot American Hospital- 


ity. a US real estate invest- 
ment trust. Is also thought 
to be interested. 

Inter-Continental is wholly 
owned by Saison group com- 
panies. with Seiyu the larg- 
est shareholder. Saison had 
planned to float Inter-Conti- 
nental on the New York 
Stock Exchange this year 
but offers from other hotel 
groups bad persuaded it to 
sell instead. 

Analysts said yesterday's 
sale of Family Mart could 
prompt bidders for Inter- 


Continental to lower their 
offers. "The timing bothers 
me,” said Ken Egusa. retail 
analyst at UBS Securities in 
Tokyo. “Marriott and Hilton 
are not going to bid high 
now.” 

Several Saison group com- 
panies have bad debts dating 
from the bubble economy 
period, when they expanded 
into property. 

Tokyo City Finance, a non- 
bank subsidiary of Seiyu, is 
thought to be in greatest dif- 
ficulty with' large non-per- 


forming loans. Seiyu’s con- 
solidated debts amount to at 
least Y1 ,300bn. Parent com- 
pany debts are about 
Y300bn. 

Seiyu is also suffering 
from the difficult retail cli- 
mate In Japan. Its share 
price dropped from Yl.200 a 
year ago to a record low of 
Y332 last month. The shares 
rose Y25 to Y505 yesterday 
on news of the planned 
Inter-Continental sale, but 
before the Family Mart deal 
was announced. • : ' 


Jet Tour files 
for bankruptcy 

Jet Tour, one of Japan's leading travel operators, is to file 
for bankruptcy with liabilities of about Y27bn (5214m). 
The company blamed a credit crunch which meant it was 
unable to meet a YLSbn payment for air tickets, due on 
Tuesday. Speculation about its financial difficulties had 
led to problems raising funds to maintain cash flow, the 
company said. 

Poor conditions in the Japanese travel industry also lay 
behind the collapse. The yen's weakness has made holi- 
days in the US and Europe more expensive. More 
recently, the depressed state of the domestic economy and 
worries over job security have led to steep falls in interna- 
tional travel 

Greater competition at home, from new discount opera- 
tors t fl k e n its toll on the more established operators. 
Jet Tour, which is unlisted, is the largest bankruptcy to 
date in Japan's travel industry, but other operators could 
follow. 

Sanwa Bank, one of Japan's largest banks, yesterday 
confirmed it was Jet Tour’s wi«in bank but denied that it 
had forced the closure. It refused to reveal the extent of 
its exposure to the company. Bethan Hutton, Tokyo 

m NEW ZEALAND 


Meat processors to merge 

Richmond and Lowe Walker, two New Zealand meat pro- 
cessing companies, yesterday announced a merger to 
form the country's biggest beef processing and export 
marketing concern. Ri chm ond is already one of the coun- 
try's biggest sheepmeat processors, and the takeover of 
Lowe Walker, which is also based on North Island, will 
boost its annual sales revenue by more than 30 per cent to 
NZ$85Qm (US$499m). 

The move follows the decision of Graeme Lowe, the 
principal shareholder and managing director of Lowe 
Walker, to reduce his involvement in the industry after 40 
years. He said the merger would increase the stability of 
the industry, which had been under intensifying competi- 
tion. Mr Lowe will retain ownership of the group's tan- 
nery, feUmongering and rendering facilities. 

After the merger, Richmond will control 37 per cent of 
the North Island's beef processing industry, and 38 per 
cent of Its lamb kill. John Loughlin. chief executive of 
Richmond, said the merger would give the group greater 
market penetration overseas, reduce Its average unit 
costs, and boost revenues and shareholder returns. Fur- 
ther details of the agreement win be released before a 
Richmond shareholders' meeting on March 30. 

Terry Hall, Wellington 

■ TELECOMMUNICATIONS 



ANGLO AMERICAN PLATINUM 
CORPORATION LIMITED 

. ; .- rer ; . r .sicr^u-g P'ci'.-.-jn r/o.'d Ircutcd 1 

H--; a- 


Highlights from the Interim Report 
for the six months ended 31 December 1997 





Pro forma 

Pro forma 


Six months 

Six months 

Year 



ended 

ended 

ended 


31/12/97 

31/12/96 

30/06/97 



(Rm) 

IRm' 

(Km* 

Net income before taxation 

Net profit attributable 


1.081.9 

421.0 

3411 

to ordinary shareholders 


932.8 

303 1 

604.4 

Headline earnings 


414.1 

303 1 

604.4 

Earnings per share (cents) 


435.3 

141 6 

252.3 

Headline earnings per share (cents) 

193.2 

141.6 

252.3 

Dividends per share (cents) 

Net cash, deposits and 


115.0 

65.6 

201.0 

short-term investments 


1,916.0 

1.159 2 

1 355 .5 

Statistics 





Tons milled 

(millions) 

10.8 

9.7 

20 1 

Head grade 

(g' ton) 

5.60 

5 41 

546 

Platinum-ounces refined 

(thousand) 

941.0 

S05.2 

1.735.2 

Cost per platinum refined ounce' 
Square metres per sloping 

(R) 

1.053 

1 149 

1.065 

and cleaning employee** 


37.0 

34.4 

36 2 

Metres face advance per month 


7.8 

6 7 

6.S 

Average market prices achieved 




Platinum 

(US S.’oz) 

407 

3S6 

336 

Palladium 

(US 6/oz) 

204 

123 

139 

Rhodium 

(US S/oz) 

323 

257 

272 

Nickel 

(LIS $/lb) 

2.85 

3 24 

3 25 

Platinum 

(R oz) 

1.956 

1 772 

1.749 

Palladium 

(R«) 

980 

562 

629 

Rhodium 

(R/oz) 

1.545 

1.235 

l.S 93 

Nickel 

(Rib) 

13.63 

14 20 

14.24 


* On-mine, tr^cirnen: end re/;r„ng xjh cr - su no: n; cf f o:kc me id mtnue 
""Based on iota! reef square rr.eircs 

An interim dividend oi 115 cents has been decli-od to ordinary shareholders registered a: the 
dose of business on Friday 20 February 1993. payable on Friday 3 April 1993 
Payments from London wifi be made in United Kingdom currency. 

United Kingdom income tax will be deducted :r :r.: the dividend where applicable. 
Johannesburg 
4 February 199S 

T>!-? fu’l tett ol toe Report ml! to posted (*> 

shar-rhaftiTn ar.d copies maj> be obtained }rpm: 

Angie Airxnur. Cwpc»ugr,. 19 Chj.- 1 crh. 3 usc Sneer. London EC1N 6QF 
l.-.:eme: address h::p • amplj;s.cc /a 



Jardine Fleming set to buy 
assets of Peregrine arm 


By John RickSng 
In Hong Kong 

Jardine Fleming, the Hong 
Eong-based investment 
bank, is poised to buy a sub- 
stantial part of tbe assets of 
Peregrine Asset Manage- 
ment, the fond management 
arm of the failed securities 
company. 

In spite of reports that 
Peregrine’s liquidators have 
straggled to find buyers for 
PAM. market sources said 
Jardine Fleming would take 
control of an Asia Pacific 
bond fund worth between 
SSOm and SI 00m and nine 
smaller funds, mainly com- 
prising unit trusts. 

Jardine Fleming would 


say only that it was In 
“ongoing discussions" with 
the liquidator and that It 
would be premature to pro- 
vide details. 

This week, Banque Nat- 
ional de Paris bought the 
Greater China equity divi- 
sions of the failed invest- 
ment bank, securing what 
many regard as Peregrine’s 
most attractive investment 

The move, which involved 
about 150 staff and several 
of Peregrine's top execu- 
tives. left about 500 staff at 
the group’s equity business. 

After an initial offer for 
ail of the equities business 
railed to secure approval. 
Banco Santander of Spain 
has been considering an 


offer for other assets. 
Including Peregrine’s New 
York, Singapore and London 
operations. 

Peregrine, which grew to 
become one of Asia’s largest 
independent investment 
banks, collapsed last month 
following the failure of a 
planned 5200m capital injec- 
tion. 

Zurich Group of Switzer- 
land, which was to take an 
equity stake in the Hong 
Kong company in return for 
the capital, pulled out of the 
deal after it emerged that 
Peregrine bad substantial 
loan exposures to regional 
companies and currencies, 
notably the Indonesian 
rupiah. 


NTT plans undersea cable unit 

NTT. Japan's largest telecommunications company, plans 
to set up a unit to lay undersea communications cable 
and provide cable maintenance and consulting services. 
Cable and Wireless Marine, a subsidiary of the UK tele- 
coms company, win take a 25 per cent stake 
Junichi Miyazu, president of NTT, said the new com- 
pany and co-operation with C&W would allow it to tap the 
Asian undersea cable market, which is expected to grow 
signi ficantly with rising telecoms demand In the region. 
NTT, which is entering the international telecoms market 
for the first time since It was separated from KDD, the 
Japanese international telecoms company, aimed to 
expand aggressively in the Asian market, Mr Miyazu said. 

Mickiyo Ndkamoto, Tokyo 

M COMPUTERS 


NEC lifts Philippine investment 

NEC, Japan's biggest semiconductor and personal com- 
puter maker, said it planned to invest a further ibn pesos 
(525m) at its newly opened electronics components plant 
in the Philippines. The additional investment would be 
made over the next three years, aiming to raise monthly 
capacity of printed wiring boards from the present 13.000 
sq m to 20,000 sq m, NEC said. It also plans to raise 
monthly output of automotive relays from the present 
12m units to 3.5m. NEC said it planned to upgrade capac- 
ity because of the substantial rise in orders. 

AFX-Asia, Tokyo 

■ CORRECTION 


Siam City Bank 


An article in yesterday’s FT incorrectly identified a hank 
whose shares were suspended by the Thai Stock 
Exchange. The suspension applied to shares in Siam City 
Bank. 

Comments cmd press releases about international 
companies coverage can be sent by e-mail to 
internatioriaLamtpanicsiqjfLcxtm 
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Notice to Holders of 

Daily Mail and General Trust pic 

(A* “Issuer") 

£75.000,000 

2'A per cent. Exchangeable Bonds Due 2004 

(t/w ‘Bonds") 

exchangeable for Ordinary Shares of 

Reuters Holdings PLC 

Notice a hereby given that Reuicn Hridinp PLC has announced that It Is 
mcwtJed. pursuant io a Scheme cf Amusement wider Section 425 of (he 
Companies Act 1985 which is expected to become effective i» ISih 
February, 1 993 1 the “Effective Date - ! chat every 15 oedinory share* of 2J3 
pmee each m the capital of Reiners Holding* PLC (“Reuters Holdings 
Sum*) will be cancelled and each holder of that number of shares will he 
entitled to 13 ordinary shares of 25 pence each In the capital of Reuters 
Croup FLC (‘Reuters Group Shares*) and £13.60 incuh. 

Holders of the Bench (“Boodhcdders") should note that as from the 
Effective Date the Exchange Rights las defined in the Trusr Deed 
commuting the Bonds l the "Trust D«d"l I in respect of the Bonds will be 
suspended until the cash amount receivable in respect of the Exchange 
Property 1 as defined in rheTnw Deed} is received and applied as referred to 
he low. Thereafter Bondi wilt be exchangeable for Ren ten Group Shares and 
not Reuters Holdings Shares. The cash amount received in respect of the 
Exchange Pi operty will be applied by the fawer or a subsidiary of the Issuer 
within one month of the Elective Date In purchasing additional Rearers 
Croup Shansi l net of any expenses Incurred by the Issuer or any such 
subsidiary or the Trustee including expenses in connection with such 
purchase and expenses and legal costs m conjure baa with the amendment 
of the Exchange Rights). Additional Rearers Croup Shares equal w the 
number of Reuren Group Shares w purchased shall be added to the 
Exchange Froperrc The issuer may instead transfer Reuters Croup Shares 
from ns own holding to farm part of the Exchange Property at a value robe 
approved by the Trustee. 

BondhnMen nlR be informed uf their amended Exchange Rights by a 
further notice promptly after the cash amount has been applied as 
described above ... 

Subject to Condition 8 ol the Bonds anJ the definition of Exchange Period 
(as defined in the Trust Deed) a Bondholder ts entitled to exercise his 
Exchange Rights before the Effective Dated he wishes. 

THIS NOTICE IS IMPORTANT IF TOO ARE IN ANY DOUBT 
AS TO WHAT YOU SHOULD DO YOU SHOULD CONSULT 
YOUR FINANCIAL OR OTHER ADVISERS. 

THIS IS NOT AN INVESTMENT ADVERTISEMENT NOR 
DOES IT CONSTITUTE INVESTMENT ADVICE. EACH 
BONDHOLDER MUST MAKE HIS OWN DECISION AS TO THE 
ACTION HE WISHES TO TAKE AND MUST RELY ON ADVICE 
FROM HIS OWN FINANCIAL AND LEGAL ADVISERS AS TO 
THE CONSEQUENCES OF ANY ACTION HE MAY TAKE. 


5th February, I'M? 


Daily Mail and General Trim pk 



Notice to Holders of 

Daily Mail and General Trust pic 

(die 

£50,000,000 

5V* percent. Exchangeable Bonds Due 2003 

(the "Bondi") 

exchangeable for Ordinary Shares of 

Reuters Holdings PLC 

Node* b hereby gnferi dot Reutw* Holding* PLC has announced that it is 
■tetended, pursuant to a Scheme of Arrangement under Section 425 nf die 
h expected ro become effsedw on iSth 
February, 1998 (the Effective Dare ) that every 1 5 ordinary shares of L5 
pmee each in the capital of Reuters Holding* PLC (Hieuiers Holdings 
sharer) will he cancelled and eachTwlder of that number of shares will be 

ginriedre 13 ordinary shares of Z5 pence each in tfa* unite] of Reuten 

Group PLC (“Reuters Group Shares') and £13.60 in cash. 

Hollies oi the Bands (‘'Bo n d h old er s") should note ifrnr as ftwn-the 
Effective Dare the Exchange Rights (as defined in *e Trust Deed 
consurunnfi the Bondi (the “That Deed”)) iniwpeccof the Bonds will be 
suspended until the cash amount receivable in respect of die Exchange 
Prqxsiry (as defined In theTmst Deed) is received and applied as referred to 
below, Thereafter Bonds wdl be exchangeable for Reuters Group Sharei and 
Holding Shares. The cash amount received in respect of die 
Exchange Property wiU be applied by die Issuer ora subndurv.of the Issuer 
within one month of the Eflecdvb.Date in purchasing addition*] Rearers 
Group Shares (net of any expenses incurred by the Wr or any trii 
sutodiary or the' Trustee Including expenses in connection with such 
purchase and expenses and legal oasts in ‘connection with the amendment 
of theExd™ Ri^a). Additional Reuters Group Shares equal to the 
numbttofRmrers Group Shares ro purchased shall he g- Hd w the 
^change Property. The Issuer njay instead transfer Reuters Group Shares 
trom Its own holijag » torn part of cheEachange Property at a valuembe 
approved by the Trustee. 

Bondholders will be informed of then amended Exchange Rights by a 
fortxtnmte promptly after the cash amount has been applied as 
TOftibctlnpovL ■■ -■ - - — - - - — 

Sutytt toGmchoongoi the Bonds and thedeftnickm of Exchange Period 
(as.- defined In rheTnat Deed) a. Bondholder fcj entitled fomamist his 
Exchange Rlghn before the Effective Dare Jhe wtdica. 

THIS NOTICE IS IMPORTANT. IF YOU ARE IN ANY not jrt 
AS TO WHAT YOU SHOULD DO YOU SwJSldc5SuS 
YOUR FINANCIAL OR OTHER ADVIsaaS.^^ CONSULT 

THIS IS NOT AN INVESTMENT * n v wnCTMt)i rr Non 
DOES.rr CONSTITUTE 

THE 


5th February, 1998 
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COMPANIES AND FINANCE: THE AMERICAS 


GM and 

Amoco 

unveil 

fuels 

link-up 

^ Haig Simoman, 

Motor Industry . 
Correspondent 

General Motors and Amoco 
yesterday announced they 
would cooperate on cleaner 
fuels and engines to meet 
mounting environmental 
challenges to the motor and 
oil industries. ’ 

Harry Pearce, GM vice- 
chairman, and BSD Lowrie, 
president of Amoco, said at 
the Chicago Auto show that 
the two . companies would 
work together on developing 
less polluting fuels, such as 
cleaner diesels and reformu- 
lated petroleum. 

“While GM readies its die- 
sel/electric hybrid car for 
production viability in 2001, 
Amoco has agreed to pio- 
neer clean-burning, diesel 
fuels," said Mr Pearce. . 

The deal Is expected to 
focus on diesel because of its 
high energy efficiency com- 
pared with petroleum. . 

The deal between' the 
world’s biggest car company 
and one of the leading oil 
groups is an unusual combi- 
nation. In the past, each 
industry has tended 
to blame the other for 
pollution. 

While carmakers to 
have pushed combustion 
engine technology to. the 
limit and called on . oil 
groups to develop cleaner 
fuels, the latter have been 
averse to making big invest- 
ments in new refineries, say- 
ing the chief responsibility 
for combating pollution lay 
with motor manufacturers. 

Leading carmakers have 
been recently making efforts 
to present a more environ- 
mental-friendly images At 
the Tokyo motor, show last 
October - less . than two 
months before a UK confer- 
ence on climate chapge in 
Kyoto - Japanese carmakers 
unveiled .a range of cleaner 
. cars. ...... 

. At last . month's . Detroit . 
motor show, US carmakers 
took up the baton, with, the 
“Big Three" stressing 
cleaner products in the pipe- 
line- v - ■ ■ 

Although carmakers have 
worked with the oil industry 
for years on technical 
advances, such as develop- 
ing lower-friction oils, tp 
reduce engine wear. oll com- 
panies have argued that 
switching to cleaner sources 
of energy would .entail 
immense costs in refining 
and distribution. 


Aetna ends year with 5% gain 


By John Authen 
in New York 

Aetna, the DS life and health 
insurer, announced yester- 
day that its: fourth-quarter 
earnings had -grown A per 
cent compared with the final 
quarter of 1996, at the mid of 
a tumultuous year for the 
company. - 

The group's serious diffi- 
culties integrating the US 
Healthcare health manage- 
meat organisation, which it 
I bought for $8.9bn in 1996. 
were partially offset by 
strong performances in its 
international division, which 
launched in Brazil during 


the year, and by its retire- 
ment services aim. 

Continued strong securi- 
ties markets during the year 
also bolstered its perfor- 
mance. 

. Several charge made com- 
parisons with 1996 difficult 
However, last year's operat- 
ing profit of $594.3zn com- 
pared with operating profits 
of SSJSSm from continuing 
operations in 1996. 

. Aetna took a charge of 
S105m against its third-quar- 
ter earnings to cover unfore- 
seen medical costs. This was 
because there was a higher 
level of unpaid tvwq 

the company had realised. 


and the company had 
slipped behind schedule in 
signing new contracts with 
doctors and hospitals. 

Yesterday it announced 
that its health risk business 
operating profits had 
declined for both the fourth 
quarter and the full year, 
thanks to higher medical 
costs. Overall membership of 
the organisation rose by ll 
per cent during the year. 

Richard Huber, chief exec- 
utive, said the company bad 
continued to invest in initia- 
tives to improve control of 
medical costs and claims 
handling at Aetna US 
Healthcare. He said: “These 


initiatives contributed to 
higher operating costs in our 
health business; yet we 
believe they are prudent 
steps for us to be taking for 
the long-term growth of our 
business." 

Operating earnings per 
share of 87 cents were 
exactly in line with analysts’ 
somewhat reduced expecta- 
tions, according to a poll by 

First Call. The market 
seemed pleased that there 
were no unpleasant stir- 
prises, and the company's 
shares gained on the news 
yesterday, up sitf at $7S : .. 
The stock had also been 
buoyed in recent days by 


speculation that the com- 
pany had started looking for 
a buyer for its life insurance 
business. 

However, its share price 
remains well below the 
record of more than SI 12 
which it set last August 
before announcing contin- 
ued problems with cost 
controls. 

Operating earnings for the 
international division rose to 
$35.£nn in the fourth quarter, 
a 29 per cent increase over 
the equivalent period of 1996. 
This was driven mostly by 
growth in Brazil, where the 
company started operations 
early in the year. 


Buy-backs replace dividends at CBS 


By Richard Tomkins 
in New York 

CBS,, the US broadcasting 
company, yesterday accom- 
panied it first quarterly 
results since its transforma- 
tion from Westinghouse 
Electric last year with plans 
to replace its dividend with 
I stock repurchases. 

It said it would pay a -divi- 
dend of 5 cents on its com- 
mon stock on March 1, but 
would suspend future divi- 
dends in favour of 51bn 
worth of stock repurchases, 
the timing of which has yet 
to be determined. 

Michael Jordan, chairman 
and chief executive, said the 
decision reflected the board's 
confidence, in the. company’s 
future. “We believe purchas- 
ing our shares provides our 
shareholders excellent value 

without impeding our ability 
to take advantage of attrac- 
tive-growth opportunities.'* 
he said. : 

Many US companies gve a 
higher pr i o ri ty to repurchas- 
ing their stock than to pay- 
ing dividends because, in the 
US, it is seen as a more tax 
efficient method of distri- 




The Duchess of York at a taping last month of CBS’s ‘Late Show with David Letter-man' ap 


buting cash to shareholders. 

However, it is relatively 
uncommon for companies to 
cut the dividend altogether 
because some institutional 
shareholders are prevented 
by their articles of associa- 
tion. from holding shares in 


companies that do not pay a 
dividend. 

CBS said fourth-quarter 
earnings before interest, 
taxes, depreciation and 
amortisation - Ebitda, for 
short - rose 77 per cent from 
5136m to 5241m on a pro- 


forma basis, with revenues 
up 16 per cent. 

The acquisitions of Infin- 
ity Broadcasting in 1996 and 
Country Music Television 
last year bad contributed to 
the increases, it said. 

Mr Jordan said: “We are 


particularly pleased with the 
dramatic rebound of our 
television stations in the sec- 
ond half of the year, and 
with the record results 
reported by our radio group, 
which continues to outpace 
the industry'." 

He said the network con- 
tinued to show solid 
improvement in ail areas, 
and the two newly pur- 
chased cable networks were 
already making a strong 
cashflow contribution. 

Net losses from continuing 
operations were SlOm, or 1 
cent a share, compared with 
net losses of S63m. or IS 
cents, a year earlier. Full- 
year net losses from continu- 
ing operations were S131m. 
against losses of $221m last 
time. 

Mr Jordan said CBS 
entered the current year 
with strong momentum. Its 
$4bn acquisition last month 
of the broadcasting rights 
for the National Football 
League's American Football 
Conference would further 
strengthen its television sta- 
tions and build the net- 
work’s key younger demo- 
graphics, he said. 


US Airways launches low-cost airline 


~ By Richard Tomkins 

A new US . rirline. called 
MetroJet: will starting on 
June-1 when US Airways, 
the sixth biggest US carrier, 
launches its response to 
tough competition from low- 
cost carriers. 

Providing first details of 
its plans, US Airways said 
yesterday , its MetroJet sub- 
sidiary, would start by .offer- 
ing low-fare services to four 
destinations from Baltimore, 
Ohio.'.. 

US Airways is launching 
MetroJet in an attempt tp 
fend off competition from 


low-cost carriers such as 
Southwest . Airlines and 
Delta , Air Lines ' Delt a 
Express subsidiary, which 
have been making in-roads 
into its east coast territory. 

There will "be six daily 
departures to Cleveland. 
Ohio; five to Providence. 
Rhode Island; three to fort 
Lauderdale, Florida; and 
three to Manchester, New 
Hampshire. More destina- 
tions .and flights will be 
added monthly. 

MetroJet will use Boeing 
737-200 aircraft with 118 
economy class seats. 

Initially, the airline will 


operate with only five air- 
craft. But the number is 
expected, to reach 20 by the 
end of the year and can grow 
to 54 under, agreements 
reached between US Airways 
and its labour unions. 

As with other low-cost car- 
riers, there will be no first 
class section and the 
in-flight snack will consist of 
soft drinks and a bag of 
nuts. Seats will only be 
assigned at the departure 
gate. 

Steven Wolf, US Airways 
chairman and chief execu- 
tive. unveiled the details for 
the new airline - until now. 


dubbed US2 - in a meeting 
with the Society of Airline 
Analysts in New York. 

Mr Wolf also announced 
plans for a financial restruct- 
uring of US Airways, includ- 
ing a decision to redeem 
S358m in series H preferred 
stock held by Berkshire 
Hathaway, the investment 
group run by Warren 
Buffett. 

Berkshire Hathaway has 
held the stock since 1989, 
and has the right to convert 
into 9.2m US Airways shares 
at $38.74 a share. 

If Mr Buffett converts 
it. his Investment will be 


worth about S590m with US 
Airways’ stock at current 
levels. 

That would represent a 
profit of about 5232m. in 
addition to which Berkshire 
Hathaway has collected 
about S240m in dividends. 

US Airways also 
announced plans to pay off 
$379.2m debt, including 
$300m in 10 per cent senior 
notes and 579.2m in secured 
debt obligations. 

It said this would bring a 
515m extraordinary charge 
associated with the premi- 
ums paid for debt retire- 
ment. 


AMERICAS NEWS DIGEST 

Cendant steps up 
ABI courtship 

Cendant, the direci -marketing company formed by last 
year's merger of HFS and CUC. yesterday stepped up its 
campaign to buy American Bankers Insurance, of Florida, 
by promising to its target’s board that it would maintain 
ABI's Miami headquarters and would not dismiss any 
employees there. 

The announcement coincided tilth Cendant’s results for 
the final quarter, which showed operating profits up 47 
per cent and revenues up 23 per cent, compared with the 
equivalent quarter of 1996 by us predecessor companies. 

On a pro forma basis, revenues for the year rose 19 per 
cent to $5.31 bn: net income rose -38 per cent to S872.2m. All 
figures exclude merger-related charges of $1.1 bn before 
lax. John Anthers, Xeu- York 

■ MERRILL LYNCH 

Top international jobs shuffled 

Merrill Lynch is moving Joseph Willett, its chief financial 
officer, to London to become chief operating officer of the 
US investment bank's Europe. Middle East and Africa 
region. Mr Willett replaces Michael Marks, who takes the 
new position of executive chairman for the region. 

Mr Marks, who joined Merrill in the 1993 acquisition of 
UK stockbroker Smith New Court, will continue to chair 
the region's 10 -member executive committee. 

In New York. Stanley O'Neal replaces Mr Willett as 
executive rice-president and chief financial officer. 

Thomas Davis, who had jointly run Merrill's corporate 
and institutional client group with Mr O'Neal, becomes 
sole head. 

With the upgrading of the European chairmanship to 
reflect Merrill’s expansion in the region. Cluistopher 
Reeves, the incumbent, becomes deputy' chairman of Mer- 
rill Lynch International and joins the chairman's office at 
the parent company, the first non-US executive to have 
such a role. Clay Harris. London 

■ DRINKS 

Seagram silent on UK merger talk 

Seagram, the world's third largest drinks company, yes- 
terday declined to comment on merger speculation that 
has linked it with Allied Domecq of the UK. the second 
largest. However, a decline in Asian spirits sales led to a 
sharp drop in Seagram’s net earnings for the quarter to 
December 31. I 

The Canadian drinks and entertainment group, 
reported net income, before a charge, of USS78m. or 22 
cents a share. Including a special US$60m write-down of j 
assets and severance in Asia. Seagram had post-tax earn- 
ings of US$2Sm, or 8 cents a share, compared with net 
income of US$l6im. or USS0.43 a share. 

Edgar Bronfman Jr. chief executive, said Seagram j 

expected to report a shortfall in fiscal 1998 spirits and 
wine earnings similar in percentage terms to the decline 
in second quarter results. 

Scon Morrison, Toronto 

■ MINING 

Canadian groups fall into red 

Inco and Corainco, the Canadian mining companies, both 
reported yesterday that falling base metals’ prices led to 
fourth-quarter losses. Loco, the world's biggest nickel pro- 
ducer. had a net loss of USS4m, or 7 cents a share, com- 
pared with net earnings of USS26ra. or 10 cents. The com- 
pany said that lower nickel and copper prices prevented it 
from generating a profit in spite of a reduction in nickel 
unit production costs in the quarter. 

The Asian crisis did not affect its sales, the company 
said. 

Cominco. the lead and zinc producer, reported a loss of 
C$15 ql or 18 cents a share, not including special items or 
discontinued operations. Including exceptional charges, 
the net loss reached CSi49m. or CS1.75 per share, against 
earnings of CS14m. or 17 cents a share. Scott Morrison 


US drugs sector on the boil 

SmithKline-Glaxo deal has sparked talk of further consolidation 
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T akeover speculation 
has gripped the US 
pharmaceuticals sec- 
tor in tiie wake of the Smith- 
Kline Beecham/Glaxo Well-, 
come merger deal. So far 
this year, the S&P 500 major 
pharmaceuticals index is up 
8.64 per cent, outperforming 
the S&P composite index by 
3*/i percentage points. 

The forces for consolida- 
tion are well known. The 
cost of developing enough 
big-selling drugs to replace 
those that go off-patent 
means companies are-con- 
stantly running to stand 
still. let alone produce the 
double-digit ear n ings growth 
demanded by Wan Street. 

And despite the latest 
mega-merger, even the big- 
gest companies still have 
single-digit market share. 

But some analysts say a 
rush of mega-mergers Is 
unlikely. “I don't t h i nk 
yoaH see another three or 
four deals this year," says 
Steve Lisi of Mehta Part ners , 
a healthcare research firm. 
Consolidation “may take 
another five years”. 

Several of the biggest US 
companies have, stated their 
reluctance to make big 
acquisitions. Both Merck 
and Pfizer have indicated 
they do not want to merge, 
and analysts tend to take the 
view they don't need t o- 
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“Merck and Pfizer have 
the strongest pipelines and 
the biggest drugs,” says Alex 
Zisson, pharmaceuticals ana- 
lyst at Hamhrecht & Quist. 

Although patents on two big 
Merck drugs, Vasotec for 
heart disease and Prilosec 
far ulcers, expire after 2000, 
it has some promising drugs 
coming onto the -market; 
including Propecia, for male 
pattern baldness. 

Pfizer and Merck “don't 
really, need any help”, says 
Mr t.tw “If they do a deal if 
will be from a position of 
power." 

Similarly, Abbott Labora- 
tories has said that mega- 
mergers waste too much 
time and energy. It is itself 
somewhat on the periphery 
of the sector - only a third 
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of -its business Is drugs. It 
needs to develop its new 
products pipeline, although 
it has new epilepsy and oral 
asthma drugs coming on 
line. But its lower reliance 
on drugs also gives it more 
leeway to produce top-line 
growth from other busi- 
nesses, such as diagnostics. 

Johnson & Johnson, 
another more' diversified 
healthcare company, has 
been an active acquirer in 
areas such as medical 
devices and professional 
products, but not in pharma- 
ceuticals, say analysts. 

However, mid-sized Sche- 
ring-Plough has been widely 
tipped as a merger candi- 
date. It is “on the borderline 
between being an acquirer 
and an acquiree", says Mr 
ZiSson. Recent successes 
include Claritm, the world's 
leading antihistamine with 
sates up 50 per cent to 51.71m 
last year. 

Warner-Lambert would 
also be an attractive merger 
partner, after a good year for 
cholesterol-lowering Lipitor 
and diabetes treatment Rezu- 
Un - although an acquirer 
I might want to spin off its 
lower-growth confectionery 
and consumer health units. • 

Eli Lilly has not made a 
big acquisition since its 
disastrous purchase of PCS, 
a . pharmacy benefit man- 
ager, which it wrote down 


they’ve soured on acquisi- 
tions." says Mr Zisson. After 
a tumround in the mid- 
1990s, Lilly has scored some 
recent successes, such as 
Zyprexa. which treats manic 
depression. Evista. its new 
osteoporosis drug, should 
help drive this year’s profits. 

Bristol-Myers Squibb, 
another successful turn- 
round, may also be a merger 
candidate. Although it has 
successfully bought in late- 
stagi? drugs like anticoagu- 
lant Plavex, It has to deal 
with the patent expiry of 
Taxol and the revamping of 
its research effort will take 
time to bear fruit. 

Then there is American 
Home Products, which was 
in merger talks with Smith- 
Kline prior to the announce- 
ment of the deal with Glaxo. 


U.S. $418,530,000 



M ost analysts 
believe AHP will 
ultimately do a 
deal. Even though its medi- 
um-term pipeline is looking 
strong, according to ana- 
lysts. there will be a time lag 
before new products build up 
critical mass. 

It also faces potential 
multi-billion liabilities fol- 
lowing litigation over its 
anti-obesity drugs. Redux 
and Pon dimin . which were 
withdrawn from the market 
last year. Even more impor- 
tant, there is no obvious suc- 
cessor to its current chief. 
John Stafford, so a deal 
would “fill the management 
void", according to analysts. 

Because most companies 
concentrate on a few thera- 
peutic areas, many mergers 
are feasible without much 
cannibalization. Companies 
vrith strong pipelines, such 
as Astra and Zeneca, could 
be appealing to companies 
with strong sales forces, like 
AHP. or good marketing like 
Schering-Plough. "There are 
so many pieces to the puz- 
zle," says Mr Zisson. 
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Warnings voiced over GUS bid for Argos 


LEX COMMENT 


By Peggy HoBmger 
and Clay Harris 

Several leading shareholders 
in Great Universal Stores 
yesterday raised concerns 
about the mail order group's 
hostile £l.6bn fS2.67hn} bid 
for the Gagging catalogue 
retailer, Argos. The bid. 
launched on Tuesday, was 
initially greeted with eupho- 
ria by the market which had 
been disappointed by a 
series of profits warnings 
from Argos In the past year. 


One substantial share- 
holder, however, yesterday 
voiced more widely held con- 
cerns about a potential man- 
agement vacuum. 

"There is a strategic 
logic," be said. “But does 
either company have the 
management skills? GUS’s 
management has not yet 
proved it can do the trick 
with GUS. let alone with 
Argos." 

The absence of Mike 
Smith. Argos's chief execu- 
tive who is undergoing treat- 


ment for a serious illness, 
meant a new and untried 
team would have to be 
appointed, he said. 

Aigos is searching for a 
chief executive designate to 
act for Mr Smith and to take 
over on bis retirement. 

It is understood to have a 
shortlist of about five candi- 
dates, and could make an 
appointment during the bid. 

Another investor said: 
“We've been pushing GUS to 
use their balance sheet more 
effectively, but we didn't 


expect them to do it this 
way. At least it’s better than 
leaving the cash just sitting 
around." 

GUS is being advised by 
Merrill Lynch, the US invest- 
ment bank, which, with Bar- 
clays, jointly arranged the 
£1.6bn credit facility for the 
cash bid. 

GUS is using Merrill for 
the bid because its usual 
financial adviser, SBC War- 
burg Dillon Read, Is broker 
to Argos. Argos is advised by 
Schroders. 


The offer marks the first 
time Merrill has acted for a 
FTSE 100 company making a 
hostile bid. It is currently 
advising Quebecor, the 
Canadian commercial 
printer, on its £188m hostile 
offer for Watmoughs, the UK 
printing company. 

The bid underlines the 
high priority the US bank 
attaches to improving its 
position in the European 
mergers and acquisitions 
market In each of the past 
two years, it has ranked only 


No Reuters news is not good news 


A fter three trading 
days in which Reu- 
ters Holdings 
re main ed as silent as the 
grave as £1.6bn was removed 
from its value, the financial 
data and news company 
finally spoke yesterday. The 
market grasped at the news 
with eagerness. 

Reuters' statement about a 
US legal investigation into 
Its hiring of a New York- 
based consultant to monitor 
Bloomberg, a close rival, was 
not wholly reassuring. It 
indicated Reuters may need 
to purge products of Bloom- 
berg material. 

However, the key item of 
reassurance was the asser- 
tion that Reuters had no 
knowledge of an attempt to 
break into Bloomberg com- 
puters and steal proprietary 
computer code. This was 
first raised in a New York 
Times story last week. 

Instead, the Reuters state- 
ment indicated an alterna- 
tive and less alarming expla- 
nation. It may in stead have 


RESULTS 


John Gapper examines the damage caused by 
the company’s handling of the US allegations 


Reuters 
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hired the agency to assess 
the competitive strengths of 
Bloomberg's products by 
subscribing to them. This 
sort of arm's length monitor- 
ing of a competitor is not 
unusual. The question is 
whether the New York firm 
crossed a legal line - 
whether or not encouraged 
by Reuters executives - by 
handing over Bloomberg 
data. 

The data in question are 
historic information an thou- 
sands of US corporate and 
government bond issues, 
together with the tools 
developed by Bloomberg for 
analysing tham. These have 
been key competitive advan- 
tages for the US firm. 

It might not be as hard to 
access bond pricing formulas 
as it might seem from the 
outside. Reuters itself pro- 
vides subscribers with the 
formulas used in calculating 


bond prices, which would 
make it easy for an unscru- 
pulous competitor to copy. 

It would clearly he serious 
if executives at Reuters Ana- 
lytics, the subsidiary in 
Stamford, Connecticut, mis- 
used a benchmarking study 
of a rival. But It would be 
less catastrophic than if Reu- 
ters had set out to steal com- 
puter code. 

The other catastrophic 
possibility that spooked the 
market in London was that 
Reuters would have to with- 
draw its crucial Reuters 3000 
product, which combines 
news and data with such his- 
toric information and analyt- 
ical tools. 

However, the statement 
provided some reassurance 
over this, saying that Reu- 
ters did not expect to with- 
draw any products. It said 
that if it discovered any pro- 
prietary information on its 
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products, this would be 
removed at once. 

Given the comfort drawn 
by the market from this 
statement, Reuters' failure 
to provide earlier clarifica- 
tion appears at least care- 
less. Why did it allow the 
panicked trading in its 
shares seen in London in the 
past few days? 

The damage has been con- 
siderable. At the low point of 
520p on Tuesday evening. 
Reuters’ shares hit a multi- 
ple of about 17 times esti- 
mated 1998 earnings - below 
the market average despite 
its history as a growth stock. 

One reason for Reuters' 
reticence was advice from 
Cazenove. its joint broker, 
not to make statements until 
the full facts were known. 
This has lead to considerable 
frustration, as yesterday’s 
statement acknowledged. 

Perhaps more important 
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has been Reuters’ wish not 
to offend US federal investi- 
gators and prosecutors. It 
was concerned that any pub- 
lic lobbying would merely 
provoke a reaction across. 
thp Atlantic. 

However, this meant it 
was unable to respond to a 
number of New York Times 
Btories - apparently based 
on information from federal 
prosecutors - casting it as a 
European company forced 
into spying to catch up with 
a US competitor. 

The overall impression 
likely to be left In investors’ 
min ds is of Reuters being 
able to mount only a lumber- 
ing response to an aggres- 
sive US attack. This has ech- 
oes of the way in which it 
has been technically out- 
flanked by Bloomberg. 

This impression, combined 
with some uncomfortable 
questions facing two London 
directors who oversaw Reu- 
ters Analytics, has left it in a 
delicate state. It badly needs 
yesterday’s rise to be the 
start of a sustained recovery. 
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14th in European M&A 
league tables compiled by 
IFR Securities Data, in con-, 
trast to its third place glob- 
ally in both 1996 and 1997. 

The GUS bid is Merrill’s 
third biggest UK M&A deal 
after its own £3.1bn acquisi- 
tion last year of MAM, the 
fund manager, and its 
unsuccessful defence of BET 
against RentokU's £22 bn bid 
in 1996. 

Argos shares fell 5p to 
625p, against the cash offer 
.of 57Qp. GUS rose 3p to 765p. 

Finance 
director 
for GEC 
Alsthom 

By Roger Taylor 

GEC- Alsthom wiB announce . 
today the appointment of 
Francois Newey as finance' 
director. He will overoee the 
flotation of the power and 
transportation group, which 
is expected to be Europe's 

biggest public share offer 
this year. 

Pierre Bilger, president 
and chief executive, said Mr 
Newey brought “invaluable" 
experience of international 
share Issues to the company 
as it prepares to list in Lon- 
don, Paris and New York. 

Mr Newey, a Frenchman, 
joins the company from 
Bull, the computer group. 
He previously worked as 
senior vice president and 
financial officer at Pechiney, 
the paftirap in g - company. He 
was responsible for Pech- 
iney ’s flotation in Paris and 
New York in 1996. 

GEC-AIsthom, a joint ven- 
ture between GEC of toe UK 
and Alsthom Alcatel of 
France, is expected to be 
valued at about £4bn 
(86,7bn). GEC and Alcatel 
announced in . December 
plans to sell 52 per cent of 
the group, which makes 
power-generating equipment 
and trains. They will each 
continue to hold 24 per cent 
of the company, and have 
agreed.not to -sell the bust 
n ess for at least a year? 

CSFB and Goldman Sachs 
have been appointed lead 
managers to handle the 
share offer. 

Mr Newey replaces Patrice 
Mantz, who stepped down to 
oversee the finance role at 
the power transmission and 
distribution division. 

Burmah 
exits LNG 
activities 

Burmah Castrol. toe ofl 
group, is selling its half- 
share in a joint v en ture to 
supply liquefied natural gas 
to Japan, writes Roger Tay- 
lor. . . 

The disposal to the joint 
venture partners, Mitsui 
OSK Lines and Nissho Iwai 
Corporation, both of Japan, 
will raise <70m cash. Bur- 
mah Castrol’s shares fell 16p 
to £10.46. 

The company is now 
focused purely on marketing 
lubricants and speciality, 
chemicals. 






It is a measure of 'how £ar 

Dalgety has fallen that 
plans to sell most of its 

businesses for a net £lbn — 

give cause for celebration. . :JL ... 

Less Qian toree years ago -t 2-. — ‘ 

the group's market value '' ' MUFiJlh- 

was £L4bn. Last night it ‘ .1 f 

was £lbri - and that is SO uim 

per . cent better than last . .. - 

year's low. Blame far. the . 0iS ' 

value destruction has ' 

fallen on the previous o* 

management, abetted by *• 

mad cow disease which ht- 0-2 

eraHy killed off part of the ' . 0 

a nim al feed market. By . imb -*>' 82 to to. « 
contrast Ken Hanna, on Bam.MHnmncv' 
board since May. is receiv- 
ing bouquets for his salvage exercise. He has indeed 
perfor m ed a r lnturir. com pany doctor act. First, the parlous 
state of toe group was ruthlessly exposed. Kitchen sink 
charges followed and, with expectations reduced to rub- 
ble, business disposals have been effected rapidly and at 
decent prices. The latest £715m sale of the petfoods busi- 
ness was wellabove analysts’ forecasts. In a colder light 
toe price simply looks respectable at one times sales, 
particularly since nearly £l20m of charges were Incurred 
to set the business right. 

Mr Hanna talks about creating a ‘•premium from 
within": he has -performed the financial task of releasing 
value as well as any predator could have hoped. Now. all 
he needs is for somebody like Associated British Foods to 
taka the sorry agribusiness division off his hands and the 
residual pig genetics business can float off into toe US 
sunset. 

. If he realises, more than £400m far those two. plaudits 
will fly again. RIP Dalgety. 


Powerscreen’s 
problems ‘known’ 


By Robert Wright 

Problems disclosed by 
Powers creen, the Northern 
Irish engineer, at its Matoro 
machinery subsidiary, were 
widely known in the indus- 
try two Tn rmtbft before' the. 
company., announced a 
£46.7m ($78m> -write-down 
last week. 

A rival -engineering sup- 
plier told its dealers there 
were problems at the subsid- 
iary in November, a month 
before Powerscxeen went 
ahBari with an institutional 
placing at 530p a share. 

Powerscreen’s shares fell 
frqnL 552%p to. 254p on last 
week’s announcement that 
there had been unauthorised 
discounting of prices, mis- 
leading recording of bills of 
exchange and problems with 
warranty payments at Mat- 
bro. They closed down 27%p 
at 22TAp yesterday. 

Jonathan Tapp, UK sales 
manager for JCB Land- 


power, wrote in a letter to 
-his dealers in November that 
Eddie Holmes, Matbro man- 
aging director, had left 

Matbro, which competes 
with JCB Landpower in the 
specialist tractor market, 
was having problems obtain- 
ing engines for its machine s, 
he added, and WES making 
multiple discounted sales 
= outside its dealer network. 

Powerscreen’s directors 
said last- week there was no 
reason to suspect Matbro s 
mis pri cing problems at the 
time of Mr Holmes' depar- 
ture. The letter raises ques- 
tions about the claim made 
last week, byPowerscreen 
that accounting problems at 
Matbro had been addressed 
“with all speed and the 
utmost rigour". 

Powerscreen said . last 
night it would be Inappropri- 
ate to comment until KPMG, 
the auditors, had completed 
an investigation into Power- 
screen’s affairs. 


Granada fights off 
shareholder protest 


By Andrew 
Edgedfffe-Johnson 

Gerry Robinson, chairman of 
Granada, yesterday fought 
off Britain's largest corpo- 
rate governance protest with 
a spirited defence of the 
compensation payments 
awarded by the television 
and hotels group. 

Almost a third of the vot- 
ing shareholders registered a 
protest about the £374,500 
($626,500) payment for cut- 
ting the notice periods Gran- 
ada's executive directors 


would receive in the event of 
a takeover. 

The 50 per cent voting 
turnout was the highest wit- 
nessed at a Granada AGM. 
Of those voting, 19 per cent 
opposed the re-election of 
John Ashworth, a member of 
the remuneration committee 
which approved the pay- 
ments. and 12 per cent regis- 
tered abstentions. 

Mr Robinson said he had 
no doubt many companies 
had paid similar compensa- 
tion, but had disguised it in 
higher salaries or payments. 


Thb notice rs issued in compliance with the regulation# of the London Stock Exchange Limited 
flhe London Stock E«hange"l. It d oca not constitute an offer or invimioo to «nv person to subscribe for. purchase 
or otherwise acquire securities. 

Application baa been made to the London Stock Exchange for oil of the issued onfraair shares of 25p each in the capital 
of EuroSov Energy PLC (-Ordinary Shares') and all of the new ordinary shares of 2Sp each in the capital of EuroSo* 
Energy PLC to be issued m the Placing (“new Ordinary Shares") to be admitted to tire Official List of the London 
Stock Exchange (“the Official 

It is expected that admission to the Official List will become effoctire and tint dealings in the Ordinary Sham and the 
new Ordinary Shares will commence on 9 February 1998. 

EuroSov Energy PLC 

(bumponted sad reginered m Eugtaml end Wait* under the Companies Act i«*3 with reginered number 

Placing and Admission to the Official List 
Sponsored by Guinness Mahon & Co. Limited 

Share Ca p i t al. Immediatety following Admission 


Autkorutd 

Number of Amount 

Ordinary shares 

00300300 L 15300,000 


laued and fully paid 
Number of Amount 

Ordinary Shares 

35.000.000 38,750300 


Copies of [he prospectus, CDjnprWng listing particulars, wtiidi was ptibBsbed on 4 Kebnmrv l r /« may be obtained durinc 
(Sfmfry and public hoiidsys exccpicd) from die date of this notice up in and 
tncJodauf 9 February 1998, for coficcttoa onk from the Company Announcements Office of the Lowfan <vnw 4 rTi.. lu ,. 
London M Exchange Thwa Old Bnred Street. Lmukm ECZN 1HP and during norms] busmcwto^^^Z: 
£feu(dqt« Md pubbe hofidm excepted) from the date oCtbir notice up to and Including 19 Pebnnrv 


EuroScn Energy PIjC 
Level 5.190-192 blame Street 
London SU’IX OQX 


BUSINESS 

WANTED? 


the ftandal Tkmt. 
Fbrftsther totormattan pteasa 
contact 


+44 0171 873 3349 or 
Nfarton Weddartun on 
+4401718734874 


Guinness Mahon 6c Co. limited 
32 St Mary at HD1, 

London ECiP 1AJ 


D«led; 5 February 1W8 
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COMMODITIES: The Silver Market 


FT writers assess the impact of the disclosure that Warren Buffett owns 20% of the world’s silver 

Risky move by the Sage of Omaha 


PRICING 


Investor may find it hard 
to profit from venture, 
writes Kenneth Gooding 


Precious gains 


• t ■*■*■*¥ -T-: 


W arren Buffett, 
might be Amer- 
ica's most famous 
and best respected investor, 
but bullion market traders 
- were insisting yesterday that 
the “Sage of Omaha" was 
taking a big risk by ventur- 
ing into the silver market in 
such a big way. 

By telling the world his 
Nebraska-based Berkshire 
Hathaway financial services 
and investment company 
had bought nearly 130m 
ounces of silver, “be is like a 
battleship, looming large on 
the horizon and an easy -' 
target to be s unk. " said one. 

Analysts estimate Berk- 
shire spent about USgftlOih. 
on the silver hoard, which is 
equivalent to about 16 per 
cent of the world's silver 
supply. It is about as much 
as India, the world's biggest 
consumer, absorbed last 
year. 

At cost Berkshire's silver 
holding amounts to less than 
2 per cent of the value of the 
company's overall portfolio. 
But silver market insiders 
said Berkshire could find it. 
hard to turn a profit on its 
silver play. 

Rhona O’Connell, analyst 
at specialist stockbroker 
T.Hoare. pointed out “His 
announcement might serve 
to draw in other speculative 
players, but the physical 
demand side of the market 
will not put up with -these 
prices, or this volatility, for 
long." 

Ms O’Connell said demand 
in India had dried up com- 
pletely in recent - weeks as 
Mr Buffett's buying spree 
sent the silver price above 
US$5 an ounce. Since Berk-, 
shire Hathaway started.. buy-, 
mg on July 25, silver's price 


has risen by more than so 
per. cent to a 914-year high of 
about $7 an ounce. 

The market has also been 
awash, with rumours that 
some manipulation has 
taken place and that silver 
was being moved from ware- 
houses in New York, where 
it is visible because stock fig- 
ures are regularly reported, 
to London, where stocks are 
not reported. 

Last . week a Canadian 
investor filed a lawsuit in 
New York accusing Phibro, 
the commodity arm of the 
Travelers financial services 
group, and other unamed 
parties, of. removing stocks 
to push prices higher. Phibro 
denied the allegation. 

Berkshire is a Mg share- 
holder in Travelers, and Phi- 
bro said yesterday it did act 
as Berkshire’s broker in the 
silver deals. Analysts 
suggested the furore caused 
by the manipulation allega- 
tions caused Mr Buffett to 
reveal his hand early. Nor- 
mally. he would have dis- 
closed the silver deals in 
Berkshire's annual report 
next month. 

Berkshire's announcement 
makes clear that Mr Buffett 
is no stranger to the silver 
business. “Over 30 years ago 
Pie] made his first purchase 
of silver in anticipation of 
the metal's demonetisation 
by the US government Since 
that time he has followed sil- 
ver’s -fundamentals : but no 
entity he : manages has 
owned It” it said. 

- "In recent years, widely 
published reports have 
shown that bullion invento- 
ries have iallen very materi- 
ally, because , of an excess of 
user-demand over mine pro- 
duction and reclamation." 




. Warren Buffett (above) has acquired almost 
. legendary status for his witingnass to make 
large and often tone- term equity investments 
; in other companie s . Berkshire Hathaway, his 
pubhcJy quoted Investment vehicle, has 
minority: states fh G Bette, Goca-Cbta and 
- Wfefls Fargo, ft recently swapped a stake m 
Salomon, the investment banking group, for 
shares in Travelers, tho financial service 
group which owns Phibro. when the two 
companies merged. Berkshire's stated net 
worth at the end of 1 996 was about $23.4 bn. 
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Therefore, last summer Mr 
Buffett and Charlie Monger, 
vice-chairman of Berkshire, 
concluded that equilibrium 
between supply and demand 
was only likely to be estab- 
lished by a somewhat higher 
price." Berkshire was not 
acting with any other organ- 
isation, it added, and it "has 
no present plans for pur- 
chase or sale of silver". 

Mr Buffett is not the only 
one to have been attracted 
by the idea that silver con- 
sumption has been so far 
ahead of supply for so long 
that, stocks available at 
prices below $5 might be 

r unning out. 

Stewart Murray, managing 
director of the Gold Fields 


Mineral Services consul- 
tancy which produces an 
annual silver market review, 
estimates that, since 1990, 
the “gap" between supply 
and demand totals 24,800 
tonnes. 

In that time, however, 
identifiable stocks of silver 
had fallen by 17.000 tonnes. 
But nobody could make a 
sensible guess about how 
much silver is left in stocks 
and ready to come to market 
if prices go higher. 

And at what price would 
Mr Buffett be coaxed to sell? 
Andy Smith, analyst at 
Union Bank of Switzerland, 
suggests Berkshire probably 
paid an average of $5 an 
ounce for its silver and 


“to make a m eaningf ul dif- 
ference to Berkshire's bot- 
tom line, the value of bis 
stake might have to 
increase, say, 50 per cent, 
that is S7.50." 

Some analysts were reluc- 
tant to take Mr Buffett's 
explanation at face value. 
Was be. for example, trying 
to hedge against inflation? 

More probably. Berkshire, 
with its es tima ted net worth 
of S23.4bn at the end of 1996, 
is looking to expand its hori- 
zons. Mr Buffett himself has 
admitted that sustaining 
Berkshire's performance 
through its more familiar 
equity-based investment 
strategy has become increas- 
ing difficult. Between 1965 


and 1995. the ann ual growth 
rate in terms of investments 
per share was 33.4 per cent. 

But the Berkshire chair- 
man warned in a letter to 
shareholders last year: “Our 
past rates of growth cannot 
be matched or even 
approached. Berkshire's 
equity capital is now 
large . . . and an abundance 
of funds tends to damp 
returns.” 

Mr Buffett’s doubts were 
picked up by Wall Street in 
the latter half of 1998. when 
analysts noticed that a num- 
ber of its big investments in 
consumer-based stocks - 
such as Coca-Cola, Walt Dis- 
ney, McDonald's and Gillette 
- were flagging. Part of the 


problem was a rapid 
increase in the prices of such 
stocks during the mid-1990s, 
as investors realised the ben- 
efit of increasingly open 
global markets - leaving 
them on heady valuations. 

Whether such consider- 
ations alone would tempt Mr 
Buffett into the silver mar- 
ket instead was an unan- 
swered question yesterday. 
“Mr Buffett doesn't share his 
thoughts." remarked Marc 
Gerstein, analyst at Value 
Line. 

With judgment suspended, 
Berkshire shares, which 
climbed $7.00 to $526 on 
Tuesday, showed no change. 

Additional reporting by 
Nikki Tait in Chicago. 


BUNKER HUNT- By Gary Mead 
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Lawyer says action not withdrawn Brothers who 

tried to corner 
the market 


Christopher Lovell; the 
Manhattan-based attorney, 
who filed a potential class 
action lawsuit on -be h a l f of a 
Canadian investor alleging 
price manipulation in the sil- 
ver market, said yesterday 
the suit had not been with- 
drawn in the light of the 
statement -by Berkshire 
Hathaway. Warren Buffett's 
investment company - nor 
were there any immediate 
plans to do so. “We are still 
investigating," he said. 

The revelations made it 
“less likely that silver was 
being bought for commercial 
purposes or by fabricators"; 
he added, but declined to say 
whether, how or when the 
suit might be amended, if it 
was not withdrawn. 


The nub of the suit was to 
accuse Phibro, tire commod- 
ity trading arm of the Trav- 
elers insurance group, and 
other unnamed parties of 
buying up silver from ware- 
houses registered with the 
Commodity Exchange of 
New York, the futures mar- 
ket that is part oC the New 
York Mercantile Exchange. 
That silver, the suit alleged, 
.was shipped to London, 
where it was not subject to 
the same disclosure. 

Phibro denied the allega- 
tions at the time, and said it 
had neither removed silver 
from Comex warehouses nor 
shipped it to England — or 
elsewhere - within the past 
18 months. 

- However, Phibro did 


confirm yesterday that it 
had been the brokerage 
house acting for Berkshire. 
And Berkshire. - which 
holds a minority stake in 
Travelers - made clear that 
all the physical silver it 
bought had required delivery 
in London. 

- The suit also alleged the 
defendants took positions on 
the Comex market, both in 
futures and options, 
designed to influence silver 
futures- trading “purposely 
co-ordinating their activities 
to take advantage of the sen- 
sitivity of silver prices to 
Comex silver stocks". 

Phibro .yesterday declined 
to make any further com- 
ment on this segment of the 
suit, or elaborate on what 


trades it might have on its 
own, or anyone else's behalf. 
It merely repeated its broad, 
and strenuous, denials of the 
allegations - including an 
assertion that it had never 
acted in concert with any 
other party in the silver 
market 

The possibility of a count- 
er-suit, mooted last week, 
was still under consider- 
ation. Phibro said. 

Berkshire, for its pari, said 
it had never held silver 
options, and had always 
been unaware of the actions 
of positions of other market 
participants. 

Meanwhile. Nymex, which 
insisted last week that it saw 
absolutely no basis for alle- 
gations of manipulation, said 


its position was unchanged. 
Mr Buffett's large silver 
holdings - while they could 
have an ongoing bearing on 
Comex trading - would not 
be a matter which the 
exchange could even expect 
to regulate; its jurisdiction is 
limited to firms or individu- 
als participating in the 
Comex market itself. 

The Commodity Futures 
Trading Commission, which 
regulates the US futures 
industry generally, also 
maintained an official 
silence over the Berkshire 
statement. 

How'ever. it did confirm 
that its heightened surveil- 
lance of the silver market, 
announced earlier this 
month, remained in effect. 


PREPARING FOR EMU 
THE BUSINESS PERSPECTIVE 

Hosted by Quentin Peel, Foreign Editor, the FT Is holding a Breakfast Seminar to examine 
how EMU is likely to impact on business and how European Companies are preparing. 

The seminar is to be held in 

Edinburgh on Thursday March 12 

In association with 


Limited places are available at a cost of <£50. 

If you would like to attend please contact Julie Arnold on 
tel: 44 (0)171 873 4816 fax: 44 (0)171 873 3595 email: julie.amold@FT.com 

FINANCIAL TIMES 

No FT, no comment. 


Silver last grabbed big 
headlines almost two 
decades ago. when the price 
leapt from $6 in August 1979 
to more than $50 a troy 
ounce by January 1980. 

There were fears for the 
stability of the US banking 
system and Paul Volcker, 
then chairman of the Fed- 
eral Reserve, had to step in 
to calm nerves. 

The crisis was sparked by 
Nelson Bunker Hunt, a 
portly Texas oil billionaire 
then one of the world's 
wealthiest individuals. 

Together with some Arab 
partners. Bunker Hunt and 
his brother William Herbert 
Hunt mounted an audacious 
attempt to corner the 
world's silver market, 
amassing almost 200 m 
ounces - then about half the 
world's deliverable silver. 

The Hunts’ father was 
Haroldson Lafayette Hunt, a 
professional poker player 
known as Arkansas Slim 
who later established Hunt 
OH. the largest independent 
producer of oil and natural 
gas In the US. Bunker Hunt 
once said: “A man who 
knows how much he is 
worth ain’t worth nothing." 

The Hunt brothers bad 
always been keen commod- 
ity' speculators, having built 
up large positions in soya- 
beans in the mid-1970s, push- 
ing the price to dizzy 
heights. 


But their Midas touch ran 
out when it came to silver. 
By early 1980. silver's price 
began to slide as first the 
New York Commodity 
Exchange halted trading, 
and the hugely inflated price 
began to flush out massive 
stocks. 

The Hunt brothers were 
unable to meet their margin 
calls - the sum required 
by their brokers, generally 
10 per cent of the total 
trade, to be put up as a 
deposit. 

They had to be bailed out 
by their bankers, with initial 
losses in excess of $lbn. Sud- 
denly it became very impor- 
tant for Nelson Bunker Hunt 
to know precisely how much 
he was worth. Their silver 
losses left large debts, and 
they compounded the prob- 
lem by later, equally poor, 
investments. 

After a protracted legal 
wrangle a US federal jury 
concluded in August 1988 
tbat the two brothers had 
conspired to manipulate the 
silver price. Borne dawn by 
litigation and back-tax 
claims, the brothers filed for 
bankruptcy in September 
1988. 

In 1989, Bunker Hunt 
reached a settlement with 
the Commodity Futures 
Trading Commission accept- 
ing a lifetime ban from trad- 
ing in commodities futures 
and paid a fine of $ 10 m. 


Bangles 

skew 

supply 


demand 


By Kenneth Gooding, 

Mining Correspondent 

Silver has a split 
personality. It is part pre- 
cious metal, part industrial 
material. This makes for a 
complex market, one in 
which the basics of supply 
and demand do not always 
have the impact on prices 
that would apply Tor metals 
such as copper and alumin- 
ium tbat are produced to be 
used, not hoarded. 

Indian Tanners stock up 
with silver bangles when 
they have the money from a 
good harvest. On the other 
hand, in industrial countries 
silver is an essential mate- 
rial for, among other things, 
some computer keyboard 
components and electrical 
contacts, as well as for 
X-ray film. 

Most industrial demand 
for silver is not significantly 
affected by variations in the 
price. The metal has a num- 
ber of unique properties, 
including strength, mallea- 
bility and ductility, electri- 
cal and thermal conductiv- 
ity, sensitivity to and high 
reflectance of light and the 
ability to endure extreme 
temperature ranges. All 
these restrict its substitu- 
tion in most applications. 

Roughly one-third of 
demand for silver conies 
from photographic film and 
paper manufacturers, one- 
third from producers of jew- 
ellery and silverware, and 
the rest from a broad range 
of industrial applications, 
including electrical, elec- 
tronics. batteries, solders, 
catalysts, mirrors, water 
purification and bearings. 

Much of the jewellery and 
silverware produced is used 
for investment purposes, 
mainly in India. Heavy- 
weight silver -jewellery is 
the favourite form of saving 
by farmers in India's north- 
ern tribal belt. 

They buy when monsoons 
give good harvests and sell 
in lean years. Several good 
harvests in a row have 
helped to boost India's 
annual silver off-take to 
about 4,000 tonnes, about 16 
per cent of global demand. 

This part of the silver 
market is very price- 
sensitive. Traders suggest 
Indians virtually stopped 
buying silver recently when 
tbe price went above US$5 
an ounce, believing that was 
too expensive. 

Makan Lai Damani. presi- 
dent of the Bombay Bullion 
Association, said yesterday 
that if the price stayed near 
$7 an ounce. Indian demand 
was likely to fall by half to 
2.000 tonnes this year. 

One question that must be 
taxing Warren Buffett and 
other silver bulls is: what 
price is needed to persuade 
Indian hoarders to sell? 

“Anywhere from S7.50 an 
ounce to S10 will see them 
starting to offer it," said one 
Dubai precious metals 
trader yesterday. 

India certainly holds the 
key to silver market trends, 
says Stewart Murray, man- 
aging director of the Gold 
Fields Mineral Services con- 
sultancy'. which produces 
the annua] silver market 
review for the Washington 
based Silver Institute. But 
there are many other fac- 
tors. apart from price, that 
influence investors there. 

Although the statistics are 
far from complete, the indi- 
cations so far are tbat 
demand for silver last year 
continued its steady rise, as 
did mine output. 
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Corporate climbing lessons. 

MASTERING GLOBAL BUSINESS: a special 10 part series 
will appear exclusively in the FT every Friday until April 3. 
Pick up a copy at the newsstand or call +49 G9 15 68 50. 
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INTERNATIONAL CAPITAL MARKETS 


Concern over Iraq hits Europe 


By Simon Davies in London 
and John La bate 
in New York 


Russian President Boris 
Yeltsin’s warnings on Iraq, 
combined with a big bund 
auction in Germany, 
knocked confidence in Euro- 
pean government bond mar- 
kets yesterday, but US Trea- 
suries fared better ahead of 
the widely expected decision 
to hold interest rates. 

Nonetheless. Sonja Gibbs, 
senior market strategist at 
Nomura international, said: 
"I would expect a bounce 
back in European markets 
tomorrow given the magni- 
tude of the drop today - 
unless there is a sharp 
recovery in .Asian equities." 

Mr Yeltsin's comments, 
warning that US action in 
Iraq could spark a global 
conflict, were reported just 
as the Bundesbank was in 


the midst of a 10-year GER- 
MAN BUND auction. In the 
circumstances, the auction 
went well, with DM7.4bn of 
the bunds taken up. and bids 
of DMI4.3bu. However, the 
yield curve steepened, as 
ionger-dated issues were hit 
by the new supply. 

The March bund contract 
in London fell by 0.52 at its 
worst, recovering to settle at 
106.26. down 0.34 on the day. 
Turnover was active, with 
over 216.000 contracts traded 
in London, and 310.000 in 
Frankfurt. 

Ms Gibbs argued: “There’s 
a perception creeping into 
the German market, mis- 
guided in my view, that the 
economy is going to turn 
around.” There have been 
rumours that today’s unem- 
ployment data will reveal a 
sharp fall. 

OK GILTS also suffered 
from concern that the grow- 
ing Iraqi crisis could hit con- 
fidence in financial markets. 


The March contract settled 
lower at 122g. some £ off 
its lows. Trading was brisk, 
with turnover of more than 

86,000 contracts. 

There was some nervous- 
ness ahead of today’s pro- 
nouncement on interest 
rates from the Bank of 
England's monetary policy 
committee. Short sterling 
futures have fallen by seven 
basis points this week, 
reflecting concern that there 
might be another rise. The 
adjusted yield spread against 
bunds widened by one basis 
point to 112. 

Andrew Roberts, gilts ana- 
lyst at UBS Securities, said: 
“This is the ‘last chance 
saloon’ for the hawks in the 
MPC. It was foolish of the 
market to ignore the possi- 
bility of a rate rise." 

ITALIAN BTPs traded in 
line with other European 
markets, with the March 
contract settling 0.29 lower 
at 117.16. and the spread 


against bunds narrowing 
one basis point to 39 points. 

Carl Azeglio Ciampi. Trea- 
sury minister arrives in 
Bonn today on a two-day trip 
to ease German concern over 
Italian membership of Euro- 
pean monetary union. The 
markets have remained rela- 
tively sanguine in the face of 
German criticism of Italian 
entry, but sentiment will be 
affected by the sound-bites 
emerging from Germany. 

US TREASURIES were 
mixed as the Federal Open 
Market Committee con- 
cluded its two-day meeting 
to set interest rate policy. 
The consensus opinion on 
the meeting was that there 
would be no interest rate 
change, although opinions 
were decidedly mixed as to 
what the Fed would do later 
in the year. 

In morning trading, inves- 
tors favoured shorter-term 
issues over longer ones. The 
benchmark 30-year bond had 


fallen & to 103g by early 
afternoon, sending the yield 
up to 5.881 per cent. The 
10-year note also fell, by & to 
1W&, yielding 5565 per cent, 
but the two-year note gained 
& to IOO'/b, yielding 5508 per 
cenL The Federal Funds rate 
was 5.37 per cent. 

In overnight trading the 
yield curve had steepened, 
reflecting investors' prefer- 
ence for short-term Issues. 
The yield spread between 
the two-year note and the 
30-year bond was 57 basis 
points. 

The Treasury Department 
announced new auctions 
□ext week. It will sell $13bn 
in three-year notes, $l2bn in 
10-year notes, and $10bn in 
30-year bonds. 

“Investors spent the better 
part of today jockeying for 
position around the refund- 
ing announcements," said 
Patrick Dimick. Treasury 
market analyst at UBS Secu- 
rities in New York. 


Ford arm issues 
global FRNs 


INTERNATIONAL BONDS 


By Edward Luce 


Ford Motor Credit, the 
funding arm of the US motor 
vehicle manufacturer, yes- 
terday provided some relief 
from the recent spate of tri- 
ple A paper with its first 
global floating-rate note 
issue. Traders in London 
said the market was gradu- 
ally building an appetite for 
lower-rated paper and FRNs. 

The relative calm in Asia 
and the recent rally in Trea- 
suries and other "flight to 
safety" outlets had contrib- 
uted to renewed confidence 
in the market. “It looks like 
we're moving from the fear 
phase into the greed phase,” 
said one. 


An official at Lehman 
Brothers, which led the sin- 
gle A rated issue, expressed 
confidence the “fear phase” 
was over. “Investors are 
looking to go down the 
credit curve, which is why 
Ford chose an FRN because 
it provides a pure credit play 
for investors," he said. 

The bond, which was re- 
offered at a margin of 18 
basis points over Libor, was 
distributed almost evenly 
between the US and Europe 
with some buying elsewhere. 

The official added that the 
offering was priced rela- 
tively flat to other single A 
issuers such as General 
Motors Acceptance Corp. 
which is trading at a margin 
of 17 basis points over Libor 
on its five-year FRN. 
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ARGENTINA continued its 
impressive 1998 funding per- 
formance with the first 
dollar-denominated and the 
first 30-year emerging mar- 
ket offering this year. The 
$500m issue, an add-on to 
last September’s $2.25bn 
Brady exchange offering, 
was priced to yield 10 basis 


points over Argentina's dol- 
lar curve at 409 basis points 
over Treasuries. 

J.P. Morgan, sole lead 
manager, said the long-end 
of Argentina's curve was 
slightly inverted, with its 20- 
year trading outside its 30- 
vear. It has also issued in 
D-Marks and euros in 1998. 


Elsewhere. BANCO 
ESPOSITO SANTO. Portu- 
gal's third largest bank. 
Issued an inaugural bond 
under its Slbn MTN pro- 
gramme in a E250m offering. 
Hie bond, priced to yield 10 
basis points over Libor at re- 
offer. was the second euro- 
FRN offering to date. 


Squeeze 
on 2008 
UK gilt 

continues 


By Vincent Boland 


A “squeeze” on one of the 
UK government bonds to be 
delivered against the March 
gilt future, the main hedg- 
ing instrument for the gilt 
market con tinned yesterday 
despite a meeting between 
the Bank of England and 
gilt-edged market makers to 
iron out the problem. 

GEMMs are understood to 
have asked the Bank to con- 
sider intervening if the 
availability of the stock - 
the 9 per cent Treasury bond 
of 2008 - continued to be 
hampered by the reluctance 
of investors holding it to 
make it available for “repo” 
transactions. ' 

The Rank is understood to 
have g i ve n no indication at 
the meeting of whether it 
would make more of the 
stock available or otherwise 
act to -end the squeeze, 
which has meant trading in 
the March gilt future is not 
representative of trading in 
the cash gflt market. 

Some gflt market partici- 
pants said this meant there 
was a “disorderly” market 
and noted that the Bank 
reserved the right to inter- 
vene in that event 

The Bank declined to com- 
ment But gilt market par- 
ticipants said it may be 
reluctant to do anything yet 
because not all GEMMs 
agree on the seriousness of 
the problem. 

One observer said about 
75 per cent of GEMMs would 
like the Bank to take action 
but “it only feels it has a 
mandate to do so if there is 
unanimity.” 

The London International 
Financial Futures and 
Options Exchange, where 
the March future is traded, 
said it was in discussions 
with the Bank on the issue 
but declined to give details. 
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raise 
on Matif link 


By Samer Iskandar 
in Frankftat " 


Deutsche Tferminborse and 
Soffex, tbe German and 
Swiss derivatives exchanges, 
yesterday said they would 
merge this year. 

However, they raised 
doubts over a planned strate- 
gic link with the French 
market Matif, which- would 
have created Europe's larg- 
est derivatives market. 

-The merger of the two 
derivatives exchanges, cur- 
rently run by their respec- 
tive stock exchanges, will 
result in the creation or. a 
single entity called Eurex. 

“Eurex will .come on time, 
in autumn this year, before 
the introduction of the euro 
[the planned single cur- 
rency],” said.Jdrg Franke. 
chief executive of Eurex. 

‘ The move ’ follows the 
recent merger of OM Grup- 
pen, the Swedish derivatives 
exchange operator and tbe 
Stockholm Stock Exchange, 
which has been seen as a 
precursor to a broader con- 
solidation among Nordic 
bourses. 

The German-Swiss merger, 
announced in September, is 
part of the exchanges’ prepa- 
rations for European eco- 
nomic and monetary union, 
which is threatening to 
shrink the derivatives mar- 
ket by reducing currency 
and interest rate risks. 

' Mr Franke. however, 
raised doubts over a planned 
link between Eurex and 
Matif, the French futures 
and options exchange. 

“We were hoping to com- 
plete onr discussions with 
the French exchanges by the 
end of last year, but we did 
not achieve this goal. ” he 
said. “We are hoping to 


reach some sort of agree- 
ment in coming days.” 

Without the agreement 
with Matif, Eurex will fail to 
challenge the dominance of 
the London International 
Financial Futures and 
Options Exchange, Europe’s 
largest derivatives exchange. 

The combined volumes 
traded on DTB and Soffex 
last year amounted to -144m 
contracts, compared with 
205m on Liffe. The recently 
merged French markets, 
Matif and Monep, traded 81m 
lots between them. 

. .. Tbe main aim of the 
link-up would have been to 
offer French. German and 
Swiss derivatives on a single 
electronic trading platform, 
'and combine clearing and 
settlement procedures. 

However, Matif, which 
relies on open-outcry trading 
- where traders face each 
other on a large floor - is 
facing strong opposition to 

the introduction of a new 
electronic trading system, 
called NSC-VF. Its locals, 
traders who speculate on the 
floor with their own money, 
have been on strike since 
Monday. 

Separately. DTB yesterday 
’ predicted it would soon dom- 
inate trading in Europe's 
most liquid derivatives con- 
tract - tbe future on 10-year 
German bunds. 

“By December 1998. our 
market share in bunds will 
be closer to 80 per cent than 
70 per cent," said Andreas 
Preuss, bead of business 
development. 

Liffe and DTB offer similar 
bund futures. In January, 
DTB traded more bund con- 
tracts than Liffe for the first 
time ever. Only a year ear- 
lier, Liffe controlled a 70 per 
cent market share. 
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markets report 


By Simon Kuper ■ . ■ 

The yen surged against the 
dollar yesterday foanitn to a 
variety of forces expected to 
prevail - for the next few- 
weeks at least 
There is growing talk that 
Japan will soon produce a 
supplementary budget worth 
more than Y6,000bn to stim- 
ulate its economy, and that 
the Group of Seven industri- 
alised nations might unite to 
help the yen when they meet 
on February 2L in any cpfp 
the yen traditionally rises in 
the first quarter of the year, 
as Japanese investors sell 
foreign assets to shore, up 
their balance sheets. How- 
ever, some currency strate- 
gists warned that the yen 
would lose its support after 
the fiscal year-end on March 
31, particularly if the stimu- 
lus package disappoints, as 
many warn It will Stephen 
Yorke, deputy head of for- 
eign exchange research at 


ROUND SPOT FORWARD AGAINST Th'E POUND 


on rosy two-month view 


SBC Warburg in London, 
forecast that the dollar 
would thou rebound to Y135 
against the yen. 

But yesterday the Japa- 
nese currency jumped Y2.55 
against the dollar and YO-79 
against foe D-Mark to reach 
Y123.65 and Y68.60 respec- 
. tivefy in. late US trading. In 
the options market, there 
. was a move from yen puts 
into yen calls. Market strate- . 
gists said the currency’s 
next technical target against 
the dollar was Y122. 

Other Asian, currencies - 
notably foe Thai baht and 
Malaysian ringgit - foil on 
profit taking after their 
surges of Monday and Tues- 
day- 

Growing fears of -conflict 
between Iraq and the US 
failed to move foe market 

■ Pound In Mwr Yotfc 

Fab 4 . -'-Latest — - Prw. dna - . 

EspOC ■ • L65B0 1.6483 

tra« • 1SSS7 1.6442 

3mtfi - 1.8805 16392 

■1 yi ‘ 16300 16224 


much. The Swiss franc, one 
traditional safe haven, did 
hit a two-year high at 
SF1&8O6 against foe D-Mark 
after breaking key technical 
levels, but the other main 
safe haven, the dollar 
retreated on all sides. Mr 
Yorke said the market had 
discounted a US military 
attack on Iraq, but added: “I 
think we would see an 
impact on foe dollar if Iraq 
were to retaliate." 

The D-Mark continued to 
gain against the dollar, 
helped by iflaire that today's 
German jobless figures for 
January would emerge 
strong, breaking a long 
unhappy trend. Otmar Iss- 
ing. Bundesbank chief econ- 
omist. said Germany's expo- 
sure to imports from Asia 
was relatively small and that 
concerns about global defla- 
tion were exaggerated. In 
late US trading yesterday 
foe D-Mark was at DM1J3010 
to the. dollar. 1.8 pfennigs 
above Tuesday’s London 
close. 


D-Mark 

Against the Swiss franc 
(SFr per DM} 

088 — 




Source; D — Mi — nVICV 

■ The pound barely slipped 
against the D-Mark despite 
foe dollar's decline. Sterling 
was buoyed by a Chartered 
Institute of Purchasing and 
Supply survey which showed 
strong growth in UK ser- 
vices in January. Short ster- 
ling futures contracts fell 
slightly, and are now pricing 
in a modest chance of a base 
rate rise when foe Bank of 
England's monetary policy 


committee finishes its 
two-day meeting today. Base 
rates currently stand at 7.25 
per cent. Currency strate- 
gists forecast modest profit 
taking on sterling if. as 
expected, the MPC leaves 
rates unchanged today. 

■ Paul Meggyosi, senior cur- 
rency economist at Deutsche 
Morgan Grenfell in London, 
spoke out against the con- 
sensus view that the yen 
would collapse when spring 
began. He noted that the 
currency was still no weaker 
than it was six months ago. 
even though in the mean 
time south east Asian cur- 
rencies had dropped like 
stones and Japan's economic 
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26 
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26 

764 
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(Pta) 
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26 
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•2.7 
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23 
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Sweden 
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56 
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6.1 

26738 

5.6 
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Argentina 
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- 

- 

- 

- 

- 

- 
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1.1241 

24 

2676 

24 

23389 

21 
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Canada 

CS) 
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156833 
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. 

Mexico (New Peso) 

8.4100 

1.7 

16454 

16 

1.6249 

.1.7 
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2.4204 

24 
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22 
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Australia 

(AS) 

14733 

-06 

12.8388 

-1.7 
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. 

Hong Kong 

(HKS) 
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- 
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India 

(Rs) 

38.7050 
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. 
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Israel 

(Shk) 

36790 

84 

20167 

86 

191675 

64 

fK n 

Japan 

M 

124.050 

16 

66437 

—0-4 

69795 

-52 

- 

Malaysia 

(MS) 

4.0153 

-16 

26245 

-16 

28413 

-09 

1014 

New Zealand 

(NZS) 

1.7037 
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26 
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20 
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1.8 
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314 38 

-9.6 
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06 

1.33+7 
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06 
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16 
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20 
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21 

2.8273 

2.1 

2 0011 

1 8 100.9 

16 
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1.8 
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13 
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06 

1erl.6C8 

0.3 

18291 

12 

916 

06 

152 

09 

151 4 

12 

761 

0.9 

3.0364 

06 

2.0015 

0.7 

83.6 

42 

1.4423 

4J 

16992 

40 
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1.7 

164*4 
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-25 
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MONEY RATES 

February 4 Qvtr One Tire* 5u Oct Lomt. Di*. Reps 

n*gm mor.tr, rrrjts Tins reot inier r xt rate 


outlook had worsened. 

The yen's robustness 
suggested it was a “financial 
rather than an economic cur- 
rency", said Mr Meggy esi. In 
other words, it moved 
chiefly on financial data 
such as Japan's vast current 
account surplus. This sur- 
plus means that the Japa- 
nese have to sell YlO.OOObn a 
month just to stop their cur- 
rency from rising. 

■ The Indonesian ringgit 
has risen recently to 
Rp9.500TO.000 against the 
dollar. But Credit Agricole 
Indosuez attributed this in 
part to “closed market inter- 
vention" by the Bank of 
Indonesia, which sold dollars 
to selected local banks. 
Credit Agricole Indosuez 
boldly concluded: “We con- 
tinue to envisage an even- 
tual blowout to RplOO.OOO.” 

■ The Federal Reserve left 
US interest rates unchanged 
after its Open Market com- 
mittee meeting yesterday. 
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EURO CURRENCY INTEREST RATES 
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Open 

Sen price Change 

Hugh 

Lew 

Est. vol 

Open fit 

Mar 

96 37 

96.37 

9625 

96 36 

5.051 

75.900 

Jun 

9524 

9623 

-0 01 

9624 

962? 

4.186 

50265 

Sep 

9614 

9611 

-0 02 

96 14 

9610 

206 

28.519 


■ THREE MONTH EURO MARK FUTURES flJFFEi" 01/ 1m pranu of ICO 1 * 


Three months One year J P Mo-gar. 
F_L’e i -PA Rate i’t-PA inner 



Open 

Sen puce Chang* 

High 

Low 

Esl vol 

Open nxt. 

Mar 

96*15 

96 400 

-0010 

96*15 

•96.400 

28555 

385381 

Jen 

96250 

96240 

-0.010 

96250 

96230 

S71E3 

346562 

Sep 

98.140 

96.120 

-0020 

96 140 

96 100 

*2480 

262870 

Dec 

95990 

95.950 

-0.040 

95 990 

95 935 
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260815 


■ ONE MONTH EUROMARK FUTURES UFFET DM3m points ot 100% 


Son price Change 


ESI vol Qf-en InL 
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Mar 

36.47 
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1 MONTH EUROURA FUTURES (UFFFi* LlOOCmn ports of 100 D *- 


Sett pnee Change 
94.19 +0.03 

95.03 +0.06 

9545 +0 04 

95 65 


Esl vol 'Dpeh art. 
20575 139033 

38097 158159 

20107 108379 

9426 128591 


■ THREE MONTH EURO SWISS FRANC FUTURES IUFFT, SFrlm ports ol 10O*> 



M THREE MONTH ECU FUTURES fUFFEl Ecu 1m ports of 100% 



Open 

Sen price Change 
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Low 

Esl vol 

Open rt. 
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95.65 

95.64 

-0 02 

95.65 

95.63 

£60 

8072 

Jun 

95.66 

95.65 

-0.03 

95.67 

95.64 
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6756 

Sep 

95.67 
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-0 03 
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95.64 
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9719 

Dec 

95 85 

95.84 

-0.04 

95 85 

95.83 
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• LFFE rutures also traded on AFT 

■ EUROURA OPTIONS (UFFEl LiOOOm points ol 100\, 
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0.02 
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0.10 
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CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 
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4.156 

1022 

84.7* 

4.454 

0806 
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0.887 

0252 

878.1 

1 

3.687 

9077. 

75-18 

3252 
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07988 

02128 
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UK INTEREST RATES 


LONDON MONEY RATES 


EMS EUROPEAN CURRENCY UNTT RATES 


Fob 4 Over- 7 days One Three Six One 

night notice month . months months year 
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Rate 
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% +/- from 

% spread 
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rates 

against Ecu 

on day 

con. rate 
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ind. 

1 retold 

0798709 

0784495 

-0000638 

-1.78 

4.56 

12 

Spain 

163.826 

167230 

+022 

226 

0.43 

-16 

FUand 

S.BS424 

528883 

+020936 

220 

029 

-15 

Italy 

1906.48 

195128 

+027 

227 

0.32 

-17 

Portugal 

197298 

202204 

+0053 

2.49 

021 

-17 

Denmark: 

721555 

7.53280 

+020115 

225 

0.15 

-17 

Ranee 

6.45883 

822518 

+0.00108 

228 

0.12 

-22 

Gennany 

122573 

127679 

+0.0004 

2-65 

0.05 

-26 

Austria 

13.5*85 

132083 

+0202 

2.66 

024 

-19 


2.16979 

222921 

+0.00046 

229 

021 

-20 

Belgium 

39.7191 

407917 

+0.0077 

2.70 

0.00 

-20 
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Greece 

295269 
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- 

UK 

0.793103 

0680787 
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-1628 
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■ THRSS MONTH STEKUIta FUTURES AJFFE) £500,000 points of 100% 

Open Se« price Change H^i Ba. vral Open inL 

92 51 92-49 -0.03 92-51 9247 27259 136478 

V? &.S3 -004 82.66 92-62 1S823 122958 

92-81 -QC3 awe 92.79 7828 .94644 

^ mlm 93.00 -0.03 93.02 82.99 7999 90991 

S SS Sl9 -0-04 9122 93.19 4508 B8290 

Also traded tn APT. AI Open hteraet Hs»- *». **• 

H ^MQITT S TEHLB7Q options cuitb g5ogooo poirte of 100% 

rr : - calls - 

Ute jun sap' Mar An Skp 
no B 0.42 0.63 0.02 004 0.07 

^ SS an 0« ?S ™ SS 
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eerenl m. 17WB£ Starting mapanW frem HIM. Aqmwca cNaWed ty trt* Fhnal Tknu. 

■ PH* »"^LPWA SEE/S OPTIONS PI 250 (cents per pound) 

Str»« — CALLS PUTS 

Prtoa Feb Mer Apr Feb Mar Apr 

1630 2.00 2.70 321 068 168 2.07 

1640 162 2.17 266 0.72 1.78 251 

1650 0.80 1.68 224 121 261 3.02 

Ftedtws days «oL Cals 164 Pua 14. Prev. day's open n+CN»25,D63Put3 22,402 

■ PHLADGLPMASC D-MAMUS OPnOMS DM82,500 (S per DM) 


0.08 0.23 0.43 ^ 

^2 aOl 0.10 02B - 067 022 020 

tort. Calls 4451 THas 4917. Pnevkkra dey^s span kA. Cafla 23S372 204K4 
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Price 

Feb 

Mar 

Apr 

Feb 

Mar 

Apf 

0+540 

020 

126 

122 

0.12 

040 

028 

0230 

0.5$ 

0.96 

122 

027 

0.58 

077 

0255 

021 

0.68 

025 

021 

0.82 

1.01 


PtevinuB da/e veL Cali 2.094 R«b 2.631. Rev, day's open fra. Caps 8674 Pua 20568 


■ THm MONTH EUHOPOLLAH (B4M) Slffl porfSS of 100% 


BASE LENDING RATES 


Adair. 3 Company 725 
Allied Uah Sank 1GB) 765 
RHemyAnaM cher 725 
Banco BiEeoVizraya 765 
B**oiC)U«« 725 
Bartkonnabfld 765 
BankollrKfti 765 

Berth of Seonand 765 
Barcbjie Bank 723 
BraB j,g»WKEa« • 725 
bBrawiSuptysCoUi 725 
Cisbai*NA 725 

Oydrisdalc Bank 765 
The Co-csse«&« BnBk765 
CouEB&Co ' 765 
Gyjxus Popul« Sank 765 
pmip-in LaariB 725 


griew Tiua Umkad 865 

FmatriaiSGenB®* aoo 

•Robsn Fleming & Co765 
•OwnneesMakw. 765 
Habfa Bank AG Zuricft 765 
f Hffl tBte Bank 765 
Hettable 8 Gen hvBk.765 
C. Hoere t Co 765 

HoK4rangaShanflh8i726 

l i w e eloe Bank (UKI UsffS 
jfcferHsdgaeank 725 

•iiopoB Jtaet* 8 San* 725 

UojdsBank 765 

MKMndBerk 725 

Natwesnrtnster. 765 
RReaBeHiiara - 725 

FtoydBfcolScadBrt 725 
SooCSft HflOtart Bortr 765 


•finger & Fdedandsr 725 
•Sndh&VMemcn 765 
Sun Banking Crap Ltd 725 
TSfl 725 

LMted Bank of Kuwsft.769 
UfByTnaiBarkFfc 725 
WMearayLadnr 725 
VcrisMreBank 765 

• Membaaof London 
Investment Banking 



Open 

Latest 

Change 

High 

Low 

EsL vol 

Open itn. 

Mar 

94.41 

9441 

- 

94.42 

9441 

42.811 

482.902 

Jot 

94.51 

9451 

+ft01 

84.52 

94.50 

72.422 

414.907 

S*P 

9422 

9423 

+0.01 

9423 

94^1 

61/405 

311,653 

■ US TREASURY BKi. FUTURES (IMM) 51m per 10044 



Mar 

9528 

9529 

+0.01 

95.09 

95208 

1239 

8.46S 

Jot 

95.18 

25.10 

+0.03 

95.16 

95.18 

112 

2,388 

Sap 

- 

95.17 

- 

- 

- 

6 

108 


• madmHEfraflrai 


Al Open hunet fig*, rae *er prMaa day 
■ EUROMAMC OPTIONS (LffFS DM1 m pointa of 100% 


SblkS - CALLS •— — PUTS — 

Price Feb Mar Apr Jot Feb Mer Apr 

9475 1.85 1.85 1.49 0 0 

9500 160 1-40 124 124 0 0 0 

9529 1.15 1.15 069 0.99 0 0 0 

9550 a 90 0.90 0.74 0.74 0 0 0 

Est eel ntA CBN 5352 ten 7382. Prwtoue Say's open W.. CaK 3M666 Pub : 
■ EURO SWISS FRANC OPTIONS (LFFQ SFr 1m ports of 100% 


SMta — CALLS ■■■ — - — PUTS 

Price Mar Jun _ Sep Mar Jun 

9875 0.09 0.09 0.10 0.14 066 

9900 063 0.03 064 063 0.45 

.Fw-vauioM ft-fc.17B0.Pi4K n._Pra»&M.enre Men im...CaB» 18M.puta.31* 


7 n« annot rv: uim+i- '.aiimnno! record only Approved bv Morgan Grenief & Co Limited D«: erntx-r 1 

regelated fry SFA lor we conduct ot investment frosv.ess m :ne Ut. 


WERTKAUF 


* 


The shareholders of the 
Mann Group 


have sold The 


Wertkauf Group 

of companies 


Wal-Mart Stores, Inc. 


Deutsche Morgan Grenfell 

advised the shareholders of the Mann Group 
on this transaction 


Deutsche Morgan Grenfell 
Deutsche Bank AG 

Taunusaniage 12. B0262 Frankfurt am Main 
Phone: 069/9 !CK)1 
Fax: 0 69/910-366 00 


Deutsche Morgan Grenfell 
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COMMODITIES AND AGRICULTURE 


Hanoi hopes liberalisation will prevent unrest among farmers 

Vietnam relaxes rice monopoly 


By Jeremy Grant in Hanoi 

Vietnam is to allow private 
companies to export rice 
directly for the first time on 
a trial basis, marking a mod- 
est breakthrough In relaxing 
a state monopoly that penal- 
ises farmers and has shack- 
led export potential for 
years. 

The decision, one of a 
series of measures in a new 
government decree, is part 
of the gradual liberalisation 
of the rice trade that began 
last year when Hanoi 
devolved the allocation of 
some export quotas to rice- 
growing provinces. 

The decree also set this 
year's rice export quota at 
4m tonnes, up from 3.6m 
tonnes exported last year. 

However, economists say 
Hanoi sees the move as a 
way of avoiding devaluation 
of the dong, the local cur- 
rency. The ruling commu- 
nist party apparently wants 
to avoid stoking inflation in 
case it sparks unrest among 
farmers, which account for 
75 per cent of the population. 

Economists have long 
urged Vietnam to give pri- 
vate companies unfettered 
access to the global market 



The state rice monopoly has penalised farmers and shackled export potential for years 


as a way of honing competi- 
tiveness through improved 
quality and marketing, and 
raising farm gate prices. 

Vietnam last year was the 
world’s biggest exporter or 
rice, but poor quality and 
broken contracts have 
tarnished its reputation as a 
supplier, traders say. 

Private companies account 
for about 90 per cent of rice 


production and distribution 
but can only export by going 
through state-owned compa- 
nies with privileged access 
to quotas and licences. 

Trade has been dominated 
by a handful of such compa- 
nies with impeccable connec- 
tions to powerful interests in 
the communist party. 

This restrictive regime 
allowed such companies to 


exploit price differentials 
between local and interna- 
tional prices at the expense 
of millions of farmers, 
mainly in the “rice bowl” 
Mekong Delta. 

However, an agriculture 
ministry official said the 
government was considering 
allowing about five private 
companies to export directly, 
with a final decision on what 


criteria would be applied to 
be decided In about a month. 

The decree also increased 
the number of companies 
allowed to export - includ- 
ing foreign rice production 
joint ventures - and abol- 
ished permits for fertiliser 
imports. 

However, it was not clear 
how the decisions would be 
implemented, given likely 
resistance from the monopo- 
lies. “Any dismantling of the 
regime is a step in the right 
direction. But well have to 
see bow the vested interests 
play with it.” an analyst 
said. 

Fears were subsiding that 
Vietnam might have diffi- 
culty with exports of its cur- 
rent winter-spring crop, 
given past months in which 
traditionally more expensive 
Thai rice has undercut its 
Vietnamese equivalent 

Vietnamese and Thai rice 
prices had regained some 
parity and there was less 
Thai rice in the market the 
analyst said. “When the 
[winter-Jspring crop comes 
off it will be the only crop in 
town. I think that they can 
probably sell There’s a lot of 
demand out there. Look at 
Indonesia.” 


Crude oil retreats on fears of surplus 


MARKETS REPORT 


By Gary Mead 
and Robert Corzine 

Bearish market sentiment was again 
evident in world oil markets yester- 
day. Fears of a possible surplus of 
crude developing in the months 
ahead briefly forced the price of the 
benchmark March futures contract 
for Brent Blend below $15 a barrel, 
although it recovered in late trading 
on London's International Petroleum 
Exchange to about $15.15. 

Although the threat of a military 
dash between the US and Iraq has 
not receded, the markets seem to be 
looking beyond the short-term to the 
possible effects of a much expanded 
Iraqi oH-for-food programme. 

The United Nations yesterday said 


a resolution authorising a revamped 
programme that would allow Iraq to 
boost its oil exports to $5-2bn every 
six months from S2bn at present, 
could be introduced in the Security 
Council by the end of this week. It 
could then be renewed by the entire 
Council as early as Monday. 

Although the plan would limit 
sales In any 90-day period to $3J!bn 
in order to avoid severe oil market 
distortions, analysts and traders fear 
it would still result in an oil glut. 

A note this week from brokers 
Societe Generate suggested prices 
could fall to as little as 510-512 a 
barrel if Iraqi exports rose to 1.8m- 
2.4m barrels a day as a result of an 
expanded oil-for-food deal. 

While the eyes of most metals 
traders were distracted by the devel- 
opments in silver, there was a flutter 


too over gold: the London afternoon 
“fix” strengthened by S2.S5 over that 
for the morning, to $298.15 per troy 
ounce. 

Analysts still felt gold was fragile, 
but a statement from the Swiss 
finance ministry that Switzerland 
would not be able to start selling 
official gold reserves before 2000 - 
even if voters approve a constitu- 
tional amendment to permit such 
sales - was seen as supportive. 

Base metals failed to sparkle quite 
so handsomely as silver. While all 
those traded on the London Metal 
Exchange closed higher on the day. 
none of them were anything more 
than modest performers. 

Tin looked strongest dosing up 
$30 at $5,270 a tonne, while copper 
gained SIS. ending at $1,720 a tonne. 

On the London International 


Financial Futures Exchange, trading 
in coffee futures largely focused on 
switching between the March and 
May contracts, with both gaining $3: 
March finished at $1,769 a tonne. 
May at $1,728, 

Cocoa on Liffe was traded more 
heavily than of late, with a total 
6,087 lots, but the March contract 
was weak and closed £13 lower, at 
£1.029 a tonne. 

On the Coffee, Sugar and Cocoa 
Exchange in New York, coffee 
futures gained ground by midday, 
with the March contract up 1.25 
cents to 178 cents a pound. 

Traders are closely watching 
developments in Brazil, where cur- 
rent auctions of government stocks 
will indicate whether fears of 
short-term supply tightness may be 
realised. 


EC backs 
farming 
support 
measures 


By Michael Smith 
in Brussels 

The European Commission 
yesterday backed proposals 
to keep agricultural support 
prices largely unchanged 
and to implement a slight 
reduction in the Common 
Agricultural Policy budget 
for 1998-99 to Ecu4B.4tan. 

However, Franz Fischler, 
agriculture commissioner* 
warned it would be . wrong 
to conclude that the status 
quo could continue. "It is 
quite clear serious problems 
lie ahead that require a well 
thought out strategy and 
not annual piecemeal policy 
adjustments.” 

The annual fixing of 
prices usually provokes 
heated debate among mem- 
ber states. This year the 
commission has attempted 
to keep it as uneontroversial 
as possible so the ED can 
concentrate on proposals far 
reform of the Common Agri- 
cultural Policy. 

It wants big cuts in farm 
support prices from 2002 but 
its proposals face stiff oppo- 
sition from member states. 

Yesterday's proposals for 
1998-99 largely amount to a 
roll-over of existing arrange- 
ments, with a few excep- 
tions required for legal rea- 
sons or to falfil 
co mmi tments made between 
member states. 

However, there will be a 
25 per cent cut in aid levels 
per hectare of hemp follow- 
ing a significant expansion 
in the area devoted to it 

In the beef sector, tbe 
commission plans to lift Por- 
tuguese and Spanish ceil- 
ings for premiums. 

The commission said mar- 
kets were more balanced in 
1997 than 1996. The market 
for beef , and veal, which 
deteriorated in 1996 follow- 
ing the BSE mad cow crisis, 
gradually recovered follow- 
ing intervention measures 
and an improvement in con- 
sumer confidence. 


COMMODITIES NEWS DIGEST 


Soft commodity 
prices down 7% 

Soft commodity prices fell sharply in 1997 and are likely 
to fall again this year - although much less sharply - 
before rising in 1999. according to the Economist Intelli- 
gence Unit The EltTs latest analysis of the coffee, cocoa, 
oilseeds, grains, sugar and tea markets concludes that 
despite a 29i> per cent rise in the price of beverage prices 
last year, a 2+L5 per cent drop in grain prices helped drive 
the soft commodity price basket down by an overall 7 per 
cent 

■ This year, the effects of El Nino - an abnormal 
wanning of the Pacific that tends to disrupt global 
weather systems - are expected to dent supplies of cane 
sugar and force up raw sugar prices by 9 per cent. But 
plentiful supplies- of coffee, cocoa and tea - creating a 
probable 12.1 per cent decline in the prices of these bever- 
ages - will offset sugar's gains, generating a l.l per cent 
decline in the EUTs overall soft commodity price index. 

.. In 1999, prices for the 15 soft commodities comprising 
the index are anticipated to rise by an average 3.7 per 
cent 

The report warns that El Nino's reverberations may 
continue to cause crop damage over the next two years 
and, in the first half of 1998, “soft commodity prices will 
carry risk premiums" as the impact of El Nifio on supply 
“is expected to be the greatest”. 

Fall-out from the east Asian currency crises also clouds 
the outlook, but the EIU has downgraded substantially its 
projections for global maize consumption as a result Cur- 
rency devaluation in Thailand is likely to boost exports of 
rice, and wheat prices are expected to rem a in firm. 

Gory Mead 

■ BAUXITE 


Comalco to develop Alcan reserve 

Alcan South Pacific - a subsidiary of Alcan of Canada, 
the world's second largest al uminium group - has agreed 
that Comalco will develop Alcan's Ely bauxite reserve in 
the north of Queensland. Australia. Comalco already 
mines the nearby Weipa property. 

The terms of the arrangement mean the integration of 
the mine's exploitation with Comal cos own bauxite mine 
at Weipa. Commercial terms of tbe deal are not being 
made public but it is understood that Comalco will pay 
tonnage fees and other costs for the right to exploit the 
mine. 

Alcan announced in August 1997 it would spend 5130m 
on the Ely project, about 20km from the Ely development, 
which was due to start up late in 1999 with an initial 
annual output of 15m tonnes. 

Rio Tinto. the Anglo-Australjan group, owns a 87 per 
cent Interest in Comalco, whose Weipa mine has produc- 
tion capacity of 11m tonnes a year in 1997 it produced 
9.68m tonnes of bauxite. 

According to both companies, the agreement to co- 
operate on developing the Ely project will help eliminate 
costs, as both both mines are contracted to provide baux- 
ite for processing at Queensland Alumina, which is jointly 
owned by Comalco. Alcan and other mining companies. 

Gary Mead 
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COMMODITIES PRICES 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Trading] 

■ ALUMPflUM. 99-7 PURITY IS per tonne) 

Cash 3 mtfm 

Close 1491 5-92 5 1514-15 

Previous 1498-99 1520-20.5 

HlgMow 1522/1512 

AM Official 1490.5-91.6 1515-15.5 

Kerb daw 1521-22 

Open kit. 257,336 

Total dsly turnover 77,581 

■ ALUMINIUM ALLOY <S per tonnel 


Goss 

1315-20 

1340-45 

Previous 

1320-25 

1343-45 

FfigtVtow 


1347/1338 

AM Official 

1317-17.5 

1338-JO 

Kart) ctose 


1340-15 

Open im. 

5^93 


Total daily turnover 

1.672 


■ LEAD IS per ronne l 


C lose 

527.5-22.5 

533.5-34 5 

Previous 

516-7 

528.5-9 

H^i/kwr 


537/529 

AM Official 

520-20.5 

532-3 

Kerb close 


534-5 

Open wl 

33.480 


ToU daity turnover 

7.382 


■ NICKEL IS per lonne) 


Close 

5308-310 

540S10 

Previous 

5325-35 

5420-25 

HgWIow 


5440-5380 

AM Otfiaal 

5235-300 

5385-90 

Kerb close 


S410-2Q 

Open im 

58.993 


Total dadv turnover 

15.915 


■ TIN IS per tonnei 


Close 

5230-40 

5265-70 

Previous 

5160-70 

5200-05 

High/low 


MOO/5230 

AM Official 

5215-20 

5250-60 

Kerb dose 


5270-75 

Open nu. 

13.54A 


Total dally turnover 

4.153 


■ ZINC, special high grade (S per tcnnel 

Close 

1079.5-00.5 

1104-05 

PrevKVjs 

1071 .5-72.5 

1097-98 

High/low 


II 09/1 085 

AM OfficraJ 

1072.5-73 5 

1W6-S7 

Kerb close 


1108-9 

Open Int 

72.061 


Total daty rumover 

20.980 


■ COPPER, grade A (S per tonnei 

Close 

1680.5-S1. 5 

1707-08 

Previous 

1678 5-79.5 

1706+37 

Higfi/low 


7725/1705 

AM Official 

1681-81.5 

1707-08 

Kerb close 


1719-20 

Open mt 

152.4 1Z 


Total da it/ turnover 

66.916 



■ LME AM Official E/S rata 1.6495 

LME Closing C/S rata: 7-B5BS 

Spot I 6575 3 ndir 1 OH £ BfflE I 6419 9 rnttis 1 6354 

■ HIGH GRADE COPPER IGOME4) 


Sett Day’s 


Upon 



price duiiyu Myti 

Law 

Vol 

fan 

Fob 

7700 

+0 70 

7735 

7660 

758 

1 745 

Mar 

77.35 

+050 

78 00 

7660 12532 T2141J 

Apr 

7785 

-060 

78 30 

77 10 

73 

1515 

Itay 

78 25 

+0.55 

78 90 

77 30 

1.420 

7,800 

Jib 

78 75 

+0.65 

73.80 

7850 

SI 

1.931 

M 

Total 

73.15 

+0.60 

79 80 

7310 

529 5 378 

13965 70.878 


PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prices supplied by N M Rqttrachddl 

GoWfTroy 02) 5 price E oquiv SFr eciuw 

Close 2905-296.00 

Opening 29600-29610 

Morning fix Z9520 179222 432.025 

Afternoon fix 298.16 180.151 434.405 

Day's Hign 2SB.lS5-299.2l5 

Day's Low 295.00-295.40 

Previous cum 29700-29750 
Locq Ldn Mean 

1 morab 

2 months ... 

3 months .... 


i Gold Lending Rates (Vs USS) 
—301 6 months .. .... 3 63 

..3.79 12 months 3.56 

—3.76 


Spot 

3 months 
G months 
1 year 
Gold Coins 
Krugairana 
Maple Leaf 

Now Sovereign 


p/I/ry 02 
427 35 
411.20 
409.55 
412 40 
S pries 
298-300 

69-71 


US CO eguv 
705.00 
675.35 
669.55 
669 05 
C wuiv 
180-182 

42-43 


Precious Metals continued 

■ GOLD DOMEX HOP Troy oz.: S/iroy ■?; ) 

Sad Day's Open 

price change High km Vol hit 

F*h 300.0 +4 2 300 5 295.2 708 1.739 

mar 3004 +4 1 3002 2972 14 9 

Apr 3012 +4 0 302.5 2965 50.01 78.096 

Jon 3031 +4 0 304 1 299 3 3826 15.228 

Aug 304 9 +4 0 305.0 3022 39 5.638 

Oct 3068 +40 305 4 305 0 2 3220 

Total SL053 70.876 

■ PLATINUM NYMEX <50 Troy pe; S/lroy cc i 

Apr 3965 +ia3 3970 386 0 J.J80 9.356 

Jul 3942 +10.0 394 0 3S9 0 33 451 

Del 393 2 *10.0 T 345 

4*1 1942 +100 4 14 

Total 1213 10566 

M PALLADIUM NYMEX HOD Troy oz,, SiVey oz.) 

Mar 239 30 +235 239 50 237 00 238 3.506 

Jon 236 30 +235 23625 236 00 37 818 

Sep 234 30 +235 - I 223 

Total 275 4557 

O SILVER COMO. <5.007 Troy cc: Cancutroy *11 

Feh 700 0 +39 5 635 0 675 0 50 5! 

Mar 7020 +40 5 708 0 656 0 22.931 59 510 

May 6930 +36 0 698 0 G53 0 1.895 14.179 

Jul 6875 +350 693 5 6590 1370 11200 

Sep 6835 +35 5 690 0 660 0 174 4.529 

Dec 680.0 +36.5 632 0 650 0 661 9 711 

Total 37.705106274 

ENERGY 

M CRUDE OIL NTME* II 0 00 turnas, S/banali 

Latest Day's Open 

price change Kgh Low Yd bit 

Mar 16.44 -0 06 16 « 1625 M 092 92 21 » 

Apr 16.65 -0.05 1554 1647 24 JOB SI 226 

May 16 64 -008 1704 16 72 8.867 33681 

Jim 17 12 -0 02 1724 17 00 5.1 IS. 44 427 

Jul 1730 -003 1747 1720 2.171 21.5:0 

Aug 1750 - 1760 1740 J946 1S031 

ratal WS.72Z41&K5 

■ CRUDE OIL IPE (S'barrefi 

Latest Day's Open 

price change High Low Vol Ini 

1512 -0 05 1529 1493 17 030 64 053 


GRAINS AND OIL SEEDS SOFTS 


■ WHEAT UFFE HOP lonnes: £ par tonne) 

Sett Day's Open 

price change High Low Vat bit 
Mar 3050 -020 0050 80.25 S3 2207 

May &.S0 -020 8250 82.10 75 3001 

Jrf 8420 -0 50 3420 8420 40 594 

Sep 50 75 63 

H« 8150 -025 8225 8225 10 1.497 

Total 213 8241 

M WHEAT CUT fc.OOObu mm; cansASCtb bushel) 

Mar 34| 75 -2 50 345 50 341 00 12.377 50.462 

May 35175 -200 35500 35325 3.703 18.353 

Jui 259 25 -1J£ 363 00 356 50 3529 23347 

Sep 566.00 -100 371.00 356.00 121 £612 

Dec 37*25 -1.75 381 00 376.00 269 4385 

Jut 37100 - 36750 36750 1 27 

Total 203X39 9*837 

M MAIZE C5T B.C00 Pu min. OCTS/SUO SusheTi 

Mar 27275 -325 275.50 27225 29334137.230 
May 230 75 -1 75 23325 2W 50 8.040 68 073 

Jul 287 00 -125 28925 286 00 7552 72.042 

Sep 2M.20 -050 238 00 204 75 10.011 

Dec 226.75 +0 50 2E8 50 26 J 25 3.989 46.068 

Mar 29300 -0 73 294 00 290 50 374 2.649 

TOM 50,198 337,828 

M BARLEY UFFE [100 tonnes: £ per lonrwt 


COCOA UFFE (10 tonnes EAorme) 


MEAT AND LIVESTOCK 

LIVE CATTUE CME (40.000tos; corus/lbs) 



Sett 

Oafs 


Open 


Salt Day's 

0|M 


price change Mgh 

Urn Vol M 


Plica change Hgh Law Vol 

tat 

Mar 

1029 

-13 

1043 

1029 1,510 52682 


£3.400 +0.125 63.475 62.750 7.906 

22,163 

Mar 

1054 

-12 

1067 

1053 1.653 24.503 

Apr 

66250-0.125 66.450 655501 0.1 88 

45249 

M 

1075 

-12 

1085 

1074 116 13.732 

Jhm 

67.625-0200 67^00 67J50 3,602 

3295 

Sep 

1095 

-12 

1107 

1095 638 23.765 


68.500-0250 60950 68.400 769 

8.488 

Dac 

1120 

-11 

1133 

1120 1.007 29,634 

Oct 

70.150 -0325 70700 69.950 249 

3.825 

Mar 

1146 

-11 

1157 

1149 1.117 23.196 

Dec 

71225-0225 71.800 71200 42 

815 

Total 




$087184,231 

Total 

22^68 105,982 

■ COCOA CSCE M0 tonnes S/tarmes) 

■ LEAN HOGS CME (40.000tos cental bs) 

Iter 

1571 

-11 

1602 

1567 0977 15i626 

Feb 

55(650+0175 55.850 55100 3,629 

12286 

toT 

1607 

-11 

1638 

1602 3£7Z 33581 

Apr 

56.450 +0.025 56500 55900 4.835 

_ 16395 

Jrt 

1639 

-9 

1660 

1633 393 6.534 

Jon 

61700-0.125 63325 63.400 1.123 

11/MI 

Sep 

1664 

-13 

1688 

1688 221 5.702 

Jui 

63.150-0350 61450 63000 395 

3JSZ5 

Dec 

1694 

-14 

1720 

1714 144 12.075 

*09 

61.250-0.050 61.400 60.600 88 

i.i aa 

Mar 

1723 

-13 

1748 

1748 1B0 9.491 

Oct 

57.875-0200 58250 57350 141 

1301 

Total 




$587 86580 

Total 

1022B 

46*486 


COCOA (JCCO) (SDR* s/tonne) 


■ PORK BELLIES CME (40.00005: cana/lbs) 


Feb 3 

Da*y . 


Price 
.. 1244.83 


PW- day 

122683 


■ COFFEE UFFE (5 tomes: Srtonne) 


liar 

75 50 

-6.10 

7150 

7525 

63 

906 

May 

77 75 

-CIO 

7315 

77.70 

127 

165 

Sep 

TT 73 

-C25 

- 

- 

- 

6 

Kcv 

79.75 

-015 

79 50 

73 50 

20 

273 

Jan 

TotH 

31 i.i 

-525 

“ 

■ 

83 

72 

M22 


Mar 

1768 

+3 

1769 

1750 1243 23266 

May 

1729 

+4 

1730 

1710 1597 14255 

M 

1709 

+4 

1709 

1692 350 2,916 

Sep 

1691 

+« 

1695 

1674 168 1.470 

Ho» 

1677 

+5 

1675 

lB7fl 2B 

Total 




3^98 41JB9 

■ COFFEE 'C* CSCE Q7.500fb5; certsfltwl 


51375 -Q.425 52JJ00 50.750 

796 

1841 

50350-0775 51300 

49.850 

609 

3,617 

50825-0325 51.500 

50.300 

442 

2405 

48.450 -0800 50.630 

40.400 

85 

1.107 

47.475 -0l 475 48.700 

47.500 

11 

213 



22*3 

SjBIB 


Total 

LONDON TRADED OPTIONS 

Stitt* pries S toons —Cato Puts — 

■ ALUMINIUM 


Mar 

Apr 

May 

Jut) 


1533 -0 09 15 49 1 5.22 1 3643 46 74 3 
15 55 -003 15 70 15 46 3.222 29257 
15 76 -007 1566 15.6? 2915 23 926 


■ SOYABEANS CS1 '5JCtftl ran; raiSEOa Dustefl 

Bar j?: IS -3 00 685 50 €30 TO 31273 56 189 
May no -253 6 ii OD 6E? TO 6,673 30.682 
Jul 63753 -150 632.00 685 00 5.656 33.796 
Aug -2 75 6'?: 00 685 50 171 5.319 

Sep 67300 -0 59 577330 673 50 24 677 

Bow €7023 -100 675 00 668.00 1.414 13.467 

Total 45206 140.816 

■ SOYABEAN OIL CBT IBO.OOOHh: cenE/lhl 

Mar 2«6i -c 03 25.83 2553 1D.506 52.135 
May 399 - 33 25 31 5 856 28.192 

Jid 2L2S - 26 EJ 26.20 2,449 18.638 

Aug 2423 -301 2EJ2 26 25 62 4 408 

Sep 3W -13 05 2625 25.92 195 2.049 

Oct 25 SC - 2f 90 2S!0 41 1.482 

Total 19546 110953 

■ SOYABEAN MEAL CBT HOD tons: Sfton'i 


Mar 

leaio 

+335 18030 17430 4.490 17.114 

(99.7%) LME 

Mar 

May 

Mta 

MW 

17320 

+245 173 75 169.30 1280 

7248 

1500 

. 43 

69 

25 

Jitl 

164 20 

+1 55 18425 161 00 327 

3,216 

1525 ... — 

. 25 

56 

37 

Sep 

15530 

+1 05 155.00 15200 344 

2.044 

1550 ..._. 

. 20 

45 

53 

Dec 

147 45 

+1 05 14725 144.75 72 

1.BB8 





Mar 

14120 

+ 1.05 14230 13500 39 

372 

(Grade A) LME 

M st 

May 

Mar 

TeW 


6vSZ7 31323 

1650 

. 79 

113 

15 


■ COFFEE (ICO) (US cents/pomd) 

Fed 3 Pm. day 

Como oaBy _ J3292 133 43 

15 day average 13224 T31 74 

■ WHITE SUGAR UFFE (50 levies: Moms) 

Mar 290.3 -38 295 C 290 0 3,554 16.131 

May 294 4 -3 6 298.0 293.8 2^42 13.189 

Aug 298.4 -13 3015 298 5 58d 5.571 

Oct 2946 -3 3 2982 2045 195 6.162 

Dac 2995 -20 300 5 298J 90 516 

Tixai 8574 421X32 

■ SUGAR *11* CSCE (1 IS.OOOba: cente/lbs) 


1700 — 
1750 


■ COFFEE LIFFE 

1700 - 

1750 

1800 


■ COCOA UFFE 

1025 

logo 


jui 95 -aoa 

1610 

15 B9 

2 094 1229* 

Mir 

1S53 

-15 

1S6 7 

134 5 

7273 38660 

Mar 

II.12 

-a 08 

11 17 

1100 8.392 71.183 

Aug T623 +0 04 

1623 

16 T& 

28 6168 

May 


-1 1 

195 1 

192.8 

2775 33.069 

toy 

10 87 

-0.10 

10 95 

102411.480 57214 

Total 



n fa a/i 

Jtd 

1'jf 2 

-or 

19?J 

1945 

1.777 21.768 

Jul 

1068 

-nor 

10.73 

1060 3.614 30531 

■ HEATING OIL NYttf? (41 000 IE QaTLu. clE cadi! 

Aog 

136 1 

t 

1972 

195.5 

142 7.543 

Oct 

10 71 

-4105 

10.74 

10 66 4.T75 36.608 





Sep 

'.S7 0 

-10 

197 7 

1563 

94 5.091 

tor 

1079 

-004 

1082 

10 75 821 13595 

Latest Day's 



Ppm 

Oct 

197 3 

-10 

197 7 

1965 

12 1.364 

May 

10.7B 

-0.02 

10.78 

1077 106 1.899 

price change 

High 

Lot* 

vot mt 

Total 





12320 113248 

Total 




28510714217 


1075 ; 

■ BRENT CRUDE 
IPE 

1550 

1000 

1650 


47 83 

25 SB 
Mar May 
85 112 

52 89 

53 69 

Mar May 
20 56 

IT 43 
6 33 

Mar Apr 
18 

8 42 

2 32 


45 

57 

71 


33 .54 

00 79 

Mar May 
17 83 

34 no 

61 140 

Mar May 
16 27 

32 39 

52 54 

Mar Apr 
.58 BO 


LONDON SPOT MARKETS 

■ CRUDE OR. FOB (per barrel} . +or- 


ttar 

Apr 

May 

Jun 

Jul 

Aug 

Total 


45 80 -0 25 46 3C 
48 "J5 -023 46 80 

46 85 -0 18 47 JO 

47 35 47 70 

48os +oc: 4310 

48 20 +007 4000 


45 60 I34?Z 53039 
4610 5210 25 253 
1 70S 15.265 
2490 13.456 
1.149 11 743 
903 S 35u 
27,330 184624 


■ POTATOES UFFE (20 (winer £ cer terms} ■ COTTON NYCE gOjOgbs oanta/IDs) 


4670 
4720 
47 W 
43 65 


CAS OIL PE iSflcrvw! 


Sett Day's Open 

price change Wgn Low Vd M 
FetJ 133 50 -1-50 15675 IjSuQ 6.568 2T 014 
Mar 140 25 -1 75 141 50 13975 7.751 13,22* 

Apr 142.25 -150 tJ3» 141 75 2.963 It 149 

May 14400 -126 14525 141HJ 1: 32J 7 547 

Jun 146 00 -1 25 146 75 145 75 1 756 12.265 

Jul 142.00 -0.50 148 50 1*7.75 427 3.MS 

Total 21250 108,726 

ta NATURAL GAS l?6 H 000 menus Wna CC 
Mar 9.950 -0270 TO 110 9660 T7Q l.jec 

Apr 3.770 -0.140 3.9000 9.770 IM 2.000 

Total ST5 1 1,510 

■ NATURAL GAS flfUE< HO OTO rsnCai . SicmBSU 


tor 







tor 

66 55 

-0 47 

67 05 

6650 4.676 32J87 

Apr 


-30 

730 

7S0 

36 

1.041 

May 

6758 

-0 31 

68 JO 

67 J5 2.045 18.157 

toy 

90 0 

+2.0 

830 

880 

10 

118 

Jid 

«24 

-0 32 

6955 

69(20 IffiO 17.060 

Jun 

1000 

+ 30 





Oct 

71.30 

-050 

71.69 

7130 221 2 009 

Hot 

so 






Dec 

7270 

-0J30 

72. P5 

7270 1.448 17.233 

TOW 





46 

1202 

Mar 

73 67 

- 

73 85 

73.85 89 857 

■ FREIGHT iBirhcX) UFFE (SlOrpVtev tyvnt) 

Total 




8BJ5B 


Feb 

925 

-43 

535 

920 

12 

253 


?i5 


990 

965 

33 

435 

Apr 

iC-73 

-ao 

1085 

1050 

60 

am 

Jul 

rS-j 


973 

960 

45 

166 

Oct 

1-.50 

- 

1160 

1160 

5 

91 

Total 

Close 

?iwr 



156 

1,«K 

SB 

363 

imo 






Mar 37 H) -0.05 96.40 97.00 1«95 19.460 

Hay 10080 -0 IS 101.25 100.00 704 7.18T 

JUI 10363 -015 103 50 10300 332 5032 

Sep 10650 -015 106 90 106(30 45 2.947 

Nov 10850 -035 109 20 10900 25 Z220 

Jau 11005 -0230 - - 100 1.033 

ratal Zl 


PULP AND PAPER 

■ PULPEX CM LX (USS: 24 air dry tons) 


Sett Day’s 


Open 


Mar 

Apr 

May 

Jun 

Jid 

Aug 

Tata) 


Latest Day's 
price change Mgh 

2.540+0033 2340 
3 345 *0 024 2.355 
2 35*3 +0019 2350 
2 350 +0.012 2.355 
2 355 +0.022 2363 
iJ50 -0 003 2 350 


Open 

1M til M 

2.352 26.813 33,547 
7.270 10.475 19 310 
229*1 4.1 ia 12 737 
a 3os 1.402 u2ra 
2 315 iJ06 ions 
2E0 1 DOS 11213 
51.149181572 


price change High Lw 

Vd 

tat 

45*60 ♦: 00 499 CC 49100 

61 

431 

?KC0 +5 H K3.0C 5>0 00 

158 

319 


228 

764 


Total 

FUTURES DATA 

Ail f JpJKS aau plum by CMS. 


VOLUME DATA 

Open ntertsT and volume data shown (or 
contracts traded on COMEX. NYMEX. CBT. 
NYCE. CME. CSCE and IPE Crude Ori are 
one day in arreara. Volume & Open Interest 
totals are far afi uaded months. 


■ UNLEAD B3 GASOLINE 
OTMSt 142.000 US gafe.crtJS gaibi 


Mar 

Apr 

May 

Jun 

Jul 

Am 

Total 


LatesT Day'S 
price Change High 

5015 -080 51.05 
53 50 -0 45 54 10 

53 90 -040 54 45 

54 00 -0 30 £4 50 
54 00 -0.05 54M 
53.40 -0H5 54 30 


Ami 

Low Vol ira 
4970 18.014 34.701 
53 05 6 263 19.350 
53 70 4469 12S9J 
55.90 1J55 9 501 
54.00 746 8.71! 

WOO 422 4.648 
XI 4H 95.950 


Minor metals from Meta Buiiedn 
Surcseap in-e re«KL 5 per m warefKxse. 
unrest- crorrw etarea nasi week 3 m troefc- 
cti. where Antimony; 90 654*. s 

psr 'Cft-.c. 1,710-1.760 M .700-1,7801. Bta- 
mutte rt.n 99.59 6. tortile Iota 3 45-3.65 
'jJC-3 t.il Cadmium: mm 95S5 r 6 cents 3 
pound. K? au 35 C3 Cobalt; MB tree manat 
mr. 99»1».. 74^(1-35 CO. rrm. gn.3'* ^ 8 . 95 . 
19.A3 (IS 5J- 19 OCT Mercury: mm. 9} £9'*,. S 
per 7 * .X husk. 140-150. Molybdenum: 
C.t-rrrea enSe. 3.55-3 50 (3 SO- 

3-30i. Se le nium : min 50.555, 2.C0-34D, Tung- 
sten am rjundent nun. 6536. S per lame unt 
ilGkS, WO,. OF. 4a-i2. Vanadium: nan. 98%. 
C>f, « 60-6 m -6 £4-6.90;. Uranium: Npemo 
uwesnicedl exci* we value. S S5 


INDICES 

■ Haulm (Base: 18/3/31 ~ 10(B 
Feb 4 Fob 3 month ego 

1745.0 1 75S^ 1730^ 

■ CRB Futures (Base: 1967 ^ 10CQ 
Pub 3 Mi 2 month ago fur ago 

234.00 235.11 

■ GSCI Spot (Base; 1970 » ttXH 


ymr ogo 

194SJ 


Feb 3 Fab 2 month ago 
171.16 174.06 171.59 

LME WAREHOUSE STOCKS 


1 *m ago 

203.32 


Aturraraum 

-2.250 

to 

582.100 

Alimruurr aOoy 

-620 

to 

42.040 

Cooper 

+2JJSO 

to 

370J25 

Lead 

-SO 

to 

1Q8J00 

ttcfcei 

-114 

to 

65.940 

Zinc 

-250 

to 

488^75 

Tm 

-130 

to 

. 11.735 


Dubai 

SI 255-2.65* -0J75O13 

Brent Blend (dated) 

Sri 50-453 

-0.260 

Brent Bltnd (Mai) 

51554-5.07 

-0290 

W.TX 

S1B.3B-8.4TX 

-OJJ20 

■ OIL PRODUCTS MWEpraaqit dstteiy OF name) 

Premium Gasodne 

St 86- 166 

-£ 

Gss OR 

£138-139 

■IS 

Heavy Fuel OR 

580-82 

. -1 

Naphtha 

SI 50-1 51 

-2 

Jel fuel 

£153-155 

-2 

Diesel 

$1 44-146 

-1.5 

■ NATURAL GAS (pence/Bierm) 


Bacton (Mar) 

8.90-10.00 

■osa . 

Attomum 4rpa Tat London (0171) 359 0792 

■ OTHER 



Gold (per troy oe$* 

£298,55 

+130 

SOwar (per troy az 1* 

697.50c 

+34.50 

Pianm (per tmy at) 

$389.00 

+2.00 

RaSacflurn (per trey o=J 

£238.00 

-0.50 

Copper 

86.0c 


Uod (US prod.) 

45.000 


Tin (Kioia Lumpu) 

23^3r 


Tm (New York) 

247.5 


Cattle (live wight) 

88.B8P - 

'•0.74' 

Sheep five weight) 

TT.ISp 

-0.8F 

Pigs {Eua weight)? 

72.93p 

*?JBF 

Lon. day sugar (raw) 

S889J0 

-1.80 

Urn. day sugar (wtt) 

£293.50 

+020 ‘ 

Bertey (Eng. h«J) 

Unq 


Maize (US Noft Ytfiswi 

Cl 09.00 


Wheat (US Dark North) 

Unq 


Rubber (Mar)V 

SS.OOp 


Rubber {Apr)f 

- W.iJOp 


Rubber (KLRSS Not) . 

337.50m 

-0.50 

Coconut Oil (Phflji . 

525 Oy 


PStai Oil (Malay 

595.0 

+7.5 

Copra (PW?f 

S3«L0y 

-10 

Soyabeans (USI 

164.0 


Coaon CXrt^A 1 tadex 

eassc 


woodope ($4a Super) 

370p 


£ par une wkeaBBonvlH (Mad. p i»nc«Ag.4 cm*. 


tes yPs&SUsr KMsr S3I2I 

96 Dvow ittLaa-itLSBtLongon PH0OL a O nanrem. 

A Boto martot dco& ‘ Ownge an week, tfiased an^ia 


JOTTER PAD 


CROSSWORD 


No.9,599 Set by DARCY 



ACROSS 

1 The last bit of beef soup? 
(6) 

4 Constant tr ainin g dressed 
in trousers? Not to play 
these! (S) 

9, 10 Brilliant winger- to be 
paid ibr - are .bids outra- 
geous? <4^,8) 

12 Fact - we do appear tetri- 
bly unreliable (3,5) 

13 Come down on Cliff's side? 
(6) 

15 Welsh representation? 
That's one side of the coin 
(4) 

16 Brighten .considerably, hav- 
ing lost weight, after great 
excess? (10) 

19 The Mirror - a publication 
that may be abrasive? (5-5; 

20 Statesman, being rather 
insulting, Is a jerk! (4)- 

23 Not realising potential of 
Manuel being, half-gone? 
Qu£?(6) • 

25 Pick each new vegetable (4> 
27, 28 A significant part- of 
-this book. was printed by 
Friday. (8,6) 

29 Unusual . template for an 
architectural ornament (8) 

30 A woolly, animal (6) 

' DOWN 

1 Small section in exam 
about the Globe? (7) 

2, II Try to improve cash- 
flow again, on paper? 
(4A1A4J- - 

3 Charted series of locations 
■ under similar "pressure? (fir 

5 A mother, one excluded 
; fromlO across ^} . 


fi Be co-operative in a dance, 
after some drama (4,4) 

7. See 24 down 

. 8 "Li m ited growth made part 
of the system lethargic (7) 

U See 2 down 

14, 17 Two doctors go in to do 
their job, having appoint- 
ments, and ebange the 
rules? (4,3.9) 

18 Going out with us in case 
there’s trouble? (8) 

19 Type of sweet made firm 

flesh sag m 

21 Clergyman interrupts 20 

across - both up to mis- 
chief! f7> ■ . . . 

22 Some people on a 35 down 
in discussion to provide 
regular Increment? <6> 

24, 7 No insignificant person 

. . may be put up and" stand, 
it’s said, for this award 
(5,5) 

26 Craft club? Love to join in! 
(4) 


Solution 9,598 
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LONDON STOCK EXCHANGE 


Equity market’s winning run grinds to a halt 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Ecfitor 

The London equity market’s 
sequence of gains and record 
closing highs was finally brought 
to a halt yesterday as global mar- 
kets registered increasing con- 
cern about the possibility of mili- 
tary action against Iraq. 

Adding to the market's slight 
discomfort was the uncertainty 
over whether the monetary pol- 
icy committee would recommend 
a shift in domestic interest rates. 
A decision will be announced at 
midday today. 

That news will coincide with 


the decision by Germany's Bund- 
esbank council on the course of 
German interest rates. The US 
Federal Reserve's open market 
committee decision on US inter- 
est rates was not known during 
London market hours yesterday. 

“Everyone was slightly- 
shocked that we had no fresh bid 
stories today. We’ve been spoilt 
by the recent burst of takeover 
news, so a small bout of profit- 
taking was inevitable.'’ noted a 
senior marketmaker. 

He insisted that the selling in 
the market was never sizeable. 
“It would be very difficult for 
fund m anag ers, who have been 
taken to task for underperform - 
ance against the market recently. 


to justify going even more under- 
weight." 

The FTSE 100 index succumbed 
to the profit-taking and finished 
with a 17-point decline at 5,595.0. 
ending seven straight sessions of 
strong gains, the last five of 
which saw the index register 
record closing highs. 

Although there was no take- 
over news, the market heard of 
another big special dividend 
announcement, expected to be 
the first of many this year. 

Dalgety. the food manufactur- 
ing group, said it would return 
£650m to its shareholders via a 
special dividend after selling its 
pet foods business to Nestle, the 
Swiss food giant, for £71Sm. 


That news triggered a rise in 
Dalgety shares, which shot to the 
top of the FTSE 250 performance 
table, and helped to push the 
index up 19.9 to 4.935.8 - ever 
closer to its afl-time closing high 
Of 4.963.0. 

Similarly , the FTSE SmallCap 
index crept to wi thin 13 points of 
its record closing high, respond- 
ing to fresh waves of baying 
interest, mostly triggered by 
takeover hopes. 

The FTSE 250 and SmallCap 
indi ces have been left behind by 
the FTSE 100 index over the past 
month, three months and year, 
according to the strategy team at 
NatWest Markets. 

The FTSE 100 delivered total 


' FTSE itiWIiMW'liidB?' 

z£do 


returns over those periods of 63 
per cent, 13.1 per cent and 3L7 
per cent, compared with the 
FTSE 250's L.7 per cent, 5^ per 
cent and 9.3 per cent and the 
FTSE SmallCap's 2.6 per cent 3.1 
per cent and 5.9 per cent 

There was no real help for 
European markets from Wall 
Street, which fell away at the 
outset of trading, unsettled by 
the remarks about the potential 
for an escalation of any flare-up 
in the Middle East attributed to 
Boris Yeltsin, the Russian leader. 
The Dow Jones industrial Aver- 
age dipped by around 50 points 
not long after the opening beD. 

Turnover came out at 900m 
shares, well up to recent levels. 


Equity stare* traded 

Ttorow. by volume 
: 1,200 ~--- 



,£300 




1-V- ■' -A.. ‘ 


Indices and ratios 

FTSE 100 . 5595.8 -17.0 

FTSE 250 4935.8 *19.9 

FTSE 350 2663.7 -4T 

FTSE All-Share 259359 -339 

FTSE AS-Shara yield 2.99 2-96 

Bast performing sector* 

1 .Construction 

2 Med ia 

3 Food Producers 

4 Diversified Inds 

5 Support Services — 


..■*22 

-+1.5 

„+o.7 


:_„_.-rtL5 


FT 30 3413.0 

FTSE Non-fins p/B 2121 
FTSElOOFut Mar . 5017.0 
lOyrG® yield - 6.18 

Long' gMt/aqutty yfci ratio 2JJ8 

Worst perf ormin g secto r s 

. i Extr a cti v e inds 

2 . Lite Assurance — 
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4 BactronJc S Beet Equip 

5 Resources — 
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Disposal 

boosts 

Dalgety 

By Joel Kibazo, Peter John 
and Martin Brice 

Dalgety jumped 49' or 16.87 
per cent to 343p. the best 
performer in the FTSE 250. 
as the market savoured 
news of the group's disposal 
of its pet food operations. 

The company, which yes- 
terday revealed interim fig- 
ures just ahead of market 
expectations, said it is to 
return £S50m to sharehold- 
ers via a special dividend. 

Carl Short at SG Securi- 
ties, a bull of the stock, said: 
“This is a super deal and 
helps to reveal the embedded 
value within Dalgety." Last 
month Dalgety sold its food 
ingredients division for 
£359.5m. 

Elsewhere, fears about the 
future of UK lottery operator 
Camelot cast a shadow over 
Cadbury Schweppes. The 
shares surrendered 27 to 
732p. Cadbury holds a 22.5 
per cent stake In Camelot 

United Utilities rose after 
an institutional visit to the 
company's telecoms arm in 
Manchester hosted by 
Charterhouse Tilney. 

The company was demon- 
strating its new system for 
transmitting internet data 
and telephone calls through 
the electricity network. Con- 
servative estimates suggest 
the system could boost oper- 
ating profits by 10 per cent 
within two years. And 


Charterhouse says there is 
the potential to undercut 
cable companies for televi- 
sion and video on demand. 
The shares ended the day 14 
higher at 828p. Turnover was 
higher than usual at 3.2m- 

Reuters bounces 

Reuters Holdings was the 
best Footsie performer as 
brokers said the market bad 
over-reacted to last week's 
news of a US grand jury 
inquiry. 

The shares had fallen 16 
per cent following the 
announcement that a subsid- 
iary was being investigated 
over allegations of plagiaris- 
ing information from Bloom- 
berg, Reuters' keenest rival. 
Yesterday, they bounced 40 
or 7.7 per cent after a buy 
recommendation from Hen- 
derson Crosthwaite. 

The shares were also 
helped by an afternoon state- 
ment that Reuters had “no 
knowledge” of an attempt to 
break into Bloomberg's data- 
base. 

Banks resumed their 
strong trend as consolidation 
fever continued ahead of the 
reporting season, which gets 
fully under way with Lloyds 
TSB on February 13. 

Although many banks 
have been quietly trying to 
talk down expectations, 
there was no let-up in the 
sector. NatWest led it higher 
with a rise of 46 to £11.45. 
Royal Bank of Scotland 
improved 31 to 933p and Bar- 
clays 48 to £19.48. However. 
Abbey National ran into 
profit-taking and fell back 49 
to £12.63. 

The global trend towards 
mega-mergers was said to 


have been behind the latest 
upsurge in Vodafone, the 
second-best performer in the 
FTSE 100 last year. The 
shares settled 20Vi higher at 
a record close of 504p. 

Among hotels. Millennium 
& Copthorne Hotels 
improved 12 to 465‘ip ahead 
of a meeting with analysts 
yesterday evening. There 
were vague rumours of cor- 
porate activity at the com- 
pany. Dealers said such talk 
had emerged from Hong 
Kong. 

Engineering stocks were 
back in favour as investors 
took positions ahead of the 
engineers' reporting season, 
which starts with British 
Aerospace on February 19. 

Fears of the impact on 
engineering stocks of an eco- 
nomic slowdown in Asia 
were thrust firmly into the 
background as strong buy- 
ing belped power the FTSE 
250 index ahead while Foot- 


sie moved into negative ter- 
ritory. BAe gained 35 to 
£16.37. 

Weir Group was one of the 
FTSE 250 leaders, rising 17% 
to 246p. helped by an order 
from the Middle East Engi- 
neering stocks accounted for 
almost half the top 20 risers 
in the FTSE 250. 

Other engineers that ben- 
efited included Laird Group, 
which advanced 22 to 412 Vip 
and Spirax-Sarco. up 32 at 
601p. 

Many analysts are positive 
on the sector, among them 
Christopher Priebe at Nikko 
Europe, who has told clients: 
“Large UK engineering sec- 
tor companies as a group are 
expected to post earnings 
growth of 8.3 per cent for 
1997 and 13.6 per cent in 
1998. When companies' 
results are announced in 
March, and value in the sec- 
tor is realised, engineers 
should find favour again." 


FT 30 INDEX 

Feb 4 Feb 3 Feb 2 Jan 30 Jan 29 Yr ago High 'Lour 

FT 30 3413.0 3414.9 3409 9 3358 6 3340.8 2845 JB 34303 26668 

Ord. dtv. 3.16 3.17 3.17 . 3.24 327 4 07 4JJ2 3.16 

P/E ratio net 22 41 22.40 22.39 21.86 21.70 17.51 22-33 15.80 

P/E ratio nil 22.21 2220 22.19 21 66 21.51 17.34 22412 15.71 

FT 30 DTOBMI tdtfi 34303 1671037. lew 494 204)6*40 Bra Data: 1/T/35 

FT 30 hourly changes 

Open 9.00 1IL00 114X3 1200 13J0 14.00 1SJ0 16-00 High LOW 


34143 3415.4 3404.7 34152 3408.4 33393 3388-2 3400.8 3414.1 3421 .7 
Feb 4 Feb 3 Feb 2 Jan W Jan 29 


3393.5 
Yr ago 


SEAQ Bargains 
Equity turtovef iCmJT 
Equity barqainst 
Shares traded (ml)t 


69.755 


80.269 

NA 

NA 

NA 


B33E0 

24773 

65.164 

6303 


63.064 66329 

2213.1 2045.5 

50289 54.435 

6103 579 


46300 

688.7 

16329 

272-2 


tEKtuOng inorr-marVei aid overseas Mnow but nctisteg Crus lumewer 
O FTSE Inwnntionrt Limited 1998. AO rgrts reserved. Tor 1937/38. 


■ London market data 


Btseh and fuOs' 

Totai Rises 

626 

' 52 Weak highs and Iowa' 

1 Total Highs 152 

L»+t Equity options 

Total conBacts 31.700 

Tola* Fait 

934 

j Total Lows 66 

] Cate - 

12J00 

Sanw 

1.472 


1 Pua 

79,469 


Feb 4 -Data based on Eqrtty shares listed on the London Share Service. 


For more 
information 
on your 
markets ... 


Our Management Reports contain 
concise, relevant information on the 
rapidly changing healthcare, 
pharmaceutical and medical device 
markets worldwide. 

These fact-filled reports ensure you 
stay fully informed and market- 
responsive at all times, thereby 
providing you with an economical 
alternative to commissioning your 
own research. 
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However, Martin Smith at market continued to take a 
Flemings said: “Asia looks cautious view of the stock 
set to export its way out of ahead of figures next week, 
trouble and industrial stocks The market is foreca s ting 
are bracing themselves for reduced fourth-quarter net ^ 
the resultant import penetra- income for the company 
tion in Europe and the US.” because of concerns about 
He has also pointed out BP’s upstream operations. 

The consensus is £655m but 
Merrill Lynch recently came 
back to £620m from £667m 
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that the good value in engi- 
neering shares has prompted 
directors’ share buying. 
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Rail track lost 40 to 922p 
after the rail -regulator was 
reported to have said it was 
unlikely to ease the regula- 
tory burden on the company 
if it took over responsibility 
for building the high-speed 
Channel rail link. 

Ugland International 
Holdings rose 9Vi to 94p after 
a “buy” note from NatWest 
Markets that said: “The 
transformation of UI from a 
fragmented and poorly man- 
aged ship repair group to a 
high-quality, aggressive 
transportation and. distribu- 
tion company is clearly well 
on track." 
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SmithKHne rises 

Arbitrage buying following 
the drug company's plan to 
merge with Glaxo Wellcome 
saw SmithKline Beecham 

improve 6Vi to 837p. Some 

US investors were unwind- Non /mkana 
jng earlier short positions in. 

SmithKline stock built up ""™* 

during its earlier plan to. 
merge with American Home 
Products. Glaxo moved for- 
ward 17 to £19.44 
Cortecs added 9 at 195Vip 
after the pbarmacenticals 
company announced positive 
interim results from Phase 
m trials on its Maori tonin 
osteoporosis treatment 
Concern about the pros- 
pects for the oil industry 
saw BP slip 5 to 820p as the 
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Traders shrug off Yeltsin comments 


WORLD OVERVIEW 


In days gone by, a mention 
of a possible world war by 
the Russian head of state 
would have given share 
prices a rough ride, writes 
Philip Coggan. 

But yesterday's comments 
from Boris Yeltsin seemed to 
be shrugged off by traders, 
with few taking the Russian 
leader seriously. "The com- 
ments seem a little bit on 
the wild side." said Mark 
Geddes, economist at ABN 
Amro. “I wouldn't put too 
much credence on them." 

More important for equity 
markets seemed to be the 
loss of momentum in Asian 
stocks, after Monday's 


US equities 

S&P composite 



Source: CWBaWamflCV 

breathtaking rally. The 
region's economic problems 
are Car from over, and the 
market needs to brace Itself 
for a long round of dismal 
corporate earnings 
Hnn nM nr <rni pn f< ? “The rallies 


in Asia are likely to prove 
short-term bounces rather 
than the bottom of a bear 
phase." said Edmond 
Warner, global strategist at 
NatWest Markets. 

European markets braced 


themselves for the outcome 
of US. German and UK inter- 
est rate decisions, although 
it was only In Britain that 
there was perceived to be 
much of a chance of an 
Increase. 

After the raft of record 
highs achieved earlier in the 
week. It was no surprise to 
see an element of profit- 
taking. hut losses in most 
European markets were kept 
under 1 per cent 

The US stack market, 
which has also been racing 
ahead this week, opened 
with a modest decline. 

However, Abby Joseph 
Cohen, the Goldman Sachs 
strategist who has been the 
doyenne of the 1990s bull 


market, remained fairly 

upbeat. 

She is sticking to her end- 
year targets for the Dow 
Jones Industrial Average of 
8,700 and 1,075 for the 
Standard & Poor's 500, which 
passed 1,000 for the first time 
this week. 

Ms Cohen says that "sev- 
eral valuation approaches, 
including Economic Value 
Added and inflation-related 
models, indicate that equi- 
ties offer good value”. 

She adds that around 
three-quarters of S&P 500 
stocks have reported fourth- 
quarter earnings so far and 
that of those, about 65 per 
cent were either at or above 
consensus expectations. 


Technology 
stocks hold 
up Wall St 


Fiat surges 4.5% on 
foreign partner talk 


Bangkok 

suffers 

selling 

spree 

Bangkok suffered its biggest 
ever one-day fall as inves- 
tors took profits after the 32 
per cent advance over the 
previous five sessions. 

The SET index tumbled 
53.33 or 9.5 peT cent to 
505.59 in active turnover of 
Bt8.4bn. 

Heavy selling by domestic 
and foreign investors was 
seen, particularly in the 
h anking and finance sectors. 

Brokers said that the gov- 
ernment’s decision last Fri- 

Thailand ^ 

Bangkok SETkxfex . V 
900. 1 — : 


AMERICAS 


US shares were cautiously 
mixed with the technology 
sector pushing higher, but 
most other sectors losing 
ground, writes John Labate 
in New York. 

By early afternoon, the 
Dow Jones Industrial Aver- 
age had fallen 35.88 to 
8,124.47 while the broader 
Standard & Poor's 500 index 
was down L19 at 1.004.81. 

"The market’s somewhat 
eerily like it was on Tues- 
day," said Bill Meehan, chief 
market analyst at Cantor 
Fitzgerald in Connecticut. 
“We had profit-taking in the 
morning with the Dow down 
50 points early on. but the 
tech sector putting a bottom 
on the market." 

Leading the Dow lower 
was Merck, off Sift to $114%. 
and Johnson & Johnson, 
which fell $% at $68%. 

US Treasury prices were 
mixed by midday. Analysts 
awaited the outcome of the 
Federal Open Market Com- 
mittee's two-day meeting to 
decide interest rate policy. 
By early afternoon the 
benchmark 30-year Treasury 
bond fell ft to 1035, sending 
the yield higher to 5.881 per 
cent. 

In the health sector, 
shares of Aetna climbed Sift 
to $78% after the company 
announced earnings in line 
with expectations. 


USAir announced a 
restructuring programme 
late on Tuesday and its 
shares responded yesterday, 
rising $15 to $63{£. 

Technology shares contin- 
ued higher, se nding the Nas- 
daq composite index up 8.87 
to 1,675.21. Semiconductor 
producers were mixed, but 
Novellus Systems surged 
$3% to $43% while Texas 
Instruments fell ${$ at $57%. 

Among online companies, 
Netscape Communications 
surged more than 10 per cent 
higher to $20% as the com- 
pany announced a new ven- 
ture. 

Cisco Systems, which late 
on Tuesday announced 
strong earnings, advanced 
another Sift to $64ft. 

Small company shares also 
advanced as a group as the 
Russell 2000 Index moved 
L95 higher at 439.75. 

TORONTO was higher in 
midday trading as the gold 
sector staged a rebound on 
firmer bullion prices. The 
TSE 300 composite index was 
29.15 better at 6^02.6. 

Gold stocks, which fell 
more than 5 per cent on 
Tuesday, gained back most 
of tbe lost ground, recording 
a 4.6 per cent rise. 

Drinks giant Seagram 
gained C$2£5 to C$50.95 on a 
newspaper report that it 
planned to have talks with 
UK rival Allied Domecq this 
month about an alliance. 


Mexico bounces back 


MEXICO cm" rebounded 
from early profit-taking to 
stand higher at mid-session, 
with investors shrugging off 
falls on Wall Street The IPC 
index was 22.74 better at 
4,788.18. However, volumes 
were very thin. Dealers said 
they expected trading to be 
dull ahead of today's Consti- 
tution Day holiday. 

SAO PAULO opened 
weaker as investors took 


profits following yesterday's 
setbacks for Asian markets. 
At mid-session, the Bovespa 
index was 55 lower at 10.000. 

BUENOS AIRES was also 
hit by profit- taking, with 
investors locking in profits 
after rises in the week’s first 
two sessions. Dealers said 
Brazil's weak opening also 
weighed on sentiment The 
Merval index was 0.89 lower 
at 653.47. 


Flat was the star performer 
in MILAN, surging 45 per 
cent on rumours that a for- 
eign carmaker was building 
a stake in the group as a 
step to a strategic alliance. 

Investors have been specu- 
lating that Flat might seek a 
partner once chairman -elect 
Paolo Fresco takes over in 
June. A number of foreign 
carmakers have been men- 
tioned as possible partners, 
including General Motors 
and Chrysler of the US, and 
Daimler-Benz of Germany. 

The shares ended up L256 
at L6.048 after a number of 
big buy orders appeared on 
dealers' screens. 

Elsewhere, strong buying 
of insurance stocks as inves- 
tors switched out of banks 
left tbe Mibtel index 229 
higher at 19.232. 

PARIS consolidated after 
Its recent record-breaking 
run, with dealers reporting 
some profit-taking as inves- 
tors locked In gains on a 
mixed day for corporate 
news. The CAC 40 index 
ended 22.17 lower at 3,166.26. 

Among the fallers was 
computer group Bull, which 
slipped FFr4 or 5.9 per cent 
to FFr64 as investors 
digested Tuesday's disap- 
pointing results. Local bro- 
kerage CPR said it had 
trimmed its 1998 forecasts by 
20 per cent. 

But investors were still 
picking up selected stocks. 
Electrical equipment maker 
Schneider climbed FFr3.20 to 
FFr347 after posting a better- 
than-expected 1997 profit 
projection. 

FRANKFURT pressed on 
further into record territory 
during morning trade but 
the weaker dollar and Dow 
took their toll and the Xetra 
Dax index closed 19.93 lower 
on the day at 4^09.25. 

The newly listed Ergo, 
Germany's second-largest 
insurer, climbed DM21.30 to 


DM262.50 on a press report 
quoting the chief executive 
as forecasting net profits of 
more than DM 600m this 
year. The company had pre- 
viously forecast profit of 
more than DMSOOm. 

Hoechst rose DM3.3S to 
DM74.50 as merger specula- 
tion continued to simmer. 

AMSTERDAM quickly 
reversed small early g ains as 
tbe market was depressed by 
selling of AEX call options. 
Tbe AEX index finished 7.73 
lower at 952.73. 

Brewer Grolsch was one of 
the day's losers, down FI 220 
to FI 54.40 as investors 
switched into Heineken. 
which picked up FI 620 at 
FI 54.30. KLM remained 
under pressure, falling 
FI 1.80 to F167.90 after Tues- 
day's disappointing third- 
quarter results and subse- 
quent analysts' downgrades. 

ZURICH called a halt to its 
string of record-setting ses- 
sions as investors judged the 
time was right to take prof- 
its. The SMI index eased just 
11.8 to 6,708.9 as gains in 
Roche. UBS and Nestlfi pro- 
vided some support. 

Roche certificates spurted 
SFI215 to SFrl6,190 after the 
European Commission gave 
the go-ahead for its $llbn 
takeover of Corange, a pri- 
vate Bermuda company 
which owns Boehringer 
Mannheim Group, a leading 
medical diagnostics special- 
ist. Persistent speculation 
about a change in the com- 
pany's capital structure also 
helped the stock. 

NestI6 recovered from a 
low of SFr2,360 to end SFr3 
up at SFriL39S as the market 
heard that it planned to buy 
SptUers Petfoods from Dal- 
gety for $715m. 

SMH dropped SFrl7 to 
SFr772 as Nicolas Hayek, 
chief executive, dismissed 
rumours about problems 
with a Hong Kong distribu- 
tor, which have weighed oo 
the shares. He said SMH sold 


Jo’burg dips on golds 


Shares In Johannesburg 
ended weaker as sentiment 
towards gold stocks 
remained poor after recent 
falls in the bullion price. 

Although the gold price 
rallied from Tuesday's 
S29520 fix to $297.45. gold 
stocks continued to slide, 
ending 3.7 per cent lower on 


the day. Gold Fields, which 
made its market debut on 
Monday, closed R2 lower at 
R3L.50. 

Elsewhere, Industrials and 
financial stocks failed to 
provide any support on a 
lacklustre day and the all- 
share Index ended 62.7 
lower at 6,506.7. 
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Rupiah rise fails to slow falls 


ASIA PACIFIC 


Sharp falls in index 
heavyweights Telkom and 
Indosat sent JAKARTA 3.1 
per cent lower. 

The decline came in spite 
of advances in most other 
blue chips and second liners 
in response to the rise in the 
rupiah against the dollar. 

The composite index 
closed 1626 lower at 519.93. 

Brokers said that arbitra- 
geurs dumped Telkom and 
Indosat, which both have 
foreign listings. 

But the stronger rupiah 
and a better outlook for 
interest rates sent the bank- 
ing sector up. 

Telkom lost Rp575 or 11.5 
per cent to Rp4.415 and 
Indosat fell Rp2.000 or 11.4 
per cent to Rpl5,5Q0. 

TOKYO remained direc- 
tionless yesterday, as the 
market waited for US eco- 
nomic data and a clearer 
idea of future Japanese pol- 
icy changes, writes Paul 
Abrahams in Tokyo. 

The Nikkei 225 average fell 
14026 to Close at 16.882.62 in 
thin trading of just 395m 
shares; the range for the day 
was 17,073 to 16.795. 

The sell-off was broad- 
based. The Topix Index of all 


Hong Kong 

Hang Seng Index 



first section shares fell 922 
to 1,270.18 with 744 stocks 
down. 399 up and 146 
unchanged. 

Yasuda Trust, the troubled 
trust bank, rose 7 per cent 
cent to Y256 on confirmation 
that Fuji Bank planned to 
increase its stake to 20 per 
cent and would appoint a 
vice-president as cbainnan. 

Yasuda's shares have 
made an astonishing recov- 
ery since November when 
they plunged to just Y79. 
Fuji Bank, which is part of 
the same business grouping. 
Tell Y5 or 0.6 per cent tq 
Y795. 

The paper sector was the 


best-performing on the day, 
up 2.1 per cenL Oji Paper, 
the country's biggest manu- 
facturer, rose 32 per cent to 
Y594. Oji announced it was 
increasing its stake in Chi- 
yoda Container, the fifth 
largest maker of cardboard, 
from 20 per cent to 33.7 per 
cent. 

Oji has scored a remark- 
able re-rating since January 
13. with its shares up 47 per 
cent The sector has bene- 
fited from the yen's recent 
strength. 

Seiyu. the retail and hotels 
group, reacted positively to 
confirmation it was planning 
to sell its Inter-Continental 
hotel chain. 

The shares, which have 
fallen from Yl.lOO in Janu- 
ary last year, rose Y25 to 
Y505. News Seiyu was sell- 
ing its stake in Family Mart 
came after the market had 
closed. 

In Osaka, the OSE Index 
rose 99 points to 16,667 In 
turnover of 23m. 

HONG KONG saw further 
profit-takiog after Monday's 
142 per cent surge and the 
Hang Seng index fell 222.90 
or 2.1 per cent to 10302.61. 

Analysts noted that the 
index jumped 179 points at 
mid-morning on lower inter- 


est rates and steadier south- 
east Asian currencies before 
it turned back to end at its 
day’s low. Turnover dipped 
to HKSLl.lbn. 

Sun Hung Kai Properties' 
33 per cent cut in prices of 
the apartments at its Sym- 
phony Bay project dampened 
sentiment. Sun Hung Kai 
shares closed 60 pfg lower at 
HKS48, after a brief rebound 
brought the stock up to a 
day’s high of HKS5025. 

Cheung Kong fell HK$2 to 
HKW6.30. 

MANILA was another vic- 
tim of profit-taking as inves- 
tors sold blue chips and 
bought speculative issues in 
search of short-term profits. 
The composite index fell 
43.74 or 2.10 per cent to 
2,042.14. 

KUALA LUMPUR saw late 
selling as the ringgit weak- 
ened slightly, but continued 
foreign interest after Tues- 
day's 23 per cent surge 
enabled prices to close off 
their lows. The composite 
index finished 10.55 weaker 
at 690.66. 

SEOUL edged down as for- 
eign buying, the locomotive 
driving recent rallies, began 
to ease ofL The composite 
index finished 2.93 weaker at 
547.28. 


watches In Hong Kong 
directly and not by way of 
intermediaries. 

MADRID bucked the gen- 
erally downward trend to set 
a new record high. Dealers 
attributed the gains to 
strong buying of index 
futures towards the close 
and persistent investor inter- 
est in the banking sector. 
The general index dosed at 
712.19, up 4.62 on the day. 

ISTANBUL fell 6.6 per cent 
on selling over the US-Iraq 
stand-off in the Gulf and 
Russian president Boris Yelt- 
sin's comments that the US 
strategy towards Iraq could 
spark a world war. The 
IMKB National-100 index lost 
214.24 to 3,034.83 - taking 
this week's losses to 14.4 per 
cent. 

MOSCOW lost ground as 
local investors shunned 
equities in favour of govern- 
ment bonds, enticed by ball- 
ooning yields as Russia 
struggles to fund . its 
short-term borrowing needs. 
Concerns about the outlook 
for the rouble and Moody’s 
review of Russian credit rat- 
ings sidelined foreign funds. 
The RTS index ended 6.51 
lower at 284.80. 

Written and edited by Michael 
Morgan, Jonathan Ford, Nick 
MIBer and Paul Grogan. 
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day to lift the two-tier' mar- 
ket system for the baht bad 
helped to improve foreign 
sentiment and attracted 
increased overseas invest- 
ment in the market. 

Bui one analyst said that 
foreign investors went an a 
selling spree yesterday on 
toe view that the fundamen- 
tals feD far short of support- 
ing the cumulative 65 per 
cent rise In the market over 
the last three weeks. 

Combined with the baht's 
recent 15 per cent apprecia- 
tion, the temptation for for- 
eigners to sell some of the 
Bt20bn of stocks they had 
bought proved too much to 
resist 

Exchange chairman, 
Amaret Sila-on. cautioned ; 
Investors to exercise 
restraint. He said that 
although a sharp inflow of 
foreign capital since last 
week reflected a degree at 
offshore confidence in Thai- 
land, it would not necessar- 
ily lead to a rapid recovery. 


EMERGING MARKET FOCUS 


Slovaks stuck 
in slow lane 


Foreign investors have 

deserted Slovakia, and its 
young stock exchange, 
always overshadowed by 
•its neighbours, has sunk 
into a deep sleep. 

Worries that the Slovak 
koruna would devalue like 
its Czech neighbour, 
together with tbe country’s 
ejection from the fast lane 
to Nato and European 
Union membership, have 
induced foreign ‘investors 
to look for safer havens 

The Bratislava stock 
exchange estimates that 
foreign investors made 
more than 20 per cent of 
trades In the first quarter 
of 1997, but little more than 
10 per cent in the final 
quarter. Overall, turnover 
fell last year by 3 per cent 
to Sklffibn. 

“I used to follow the Slo- 
vak market, but none of 
our customers were inter- 
ested," said one emerging 
market analyst at a Lon-- 
don-based Investment 
bank. 

The government's intol- 
erance of opposition, a seri- 
ous cause of the foreign 
policy setbacks, is expected 
to sharpen In the run-up to 
parliamentary elections in 
September. 

The - currency is still 
nnriar pressure as bulging 
current account and budget 
deficits continue, to worry 
analysts. 

Both, combined with 
growing corporate indebt- 
edness, have led foreign 
debt to balloon to 5fr per 
cent of GDP. Moody's 
announced last month - it 
had placed Slovakia's Baa3 
rating on review and local 
analysts expect it to issue a 
downgrade in lata spring. 

There are also few com- 
panies among the 60 or so 
liquid stocks on the bourse 
that would attract foreign 
investors. 

Of tbe major stocks, ana- 
lysts only point to Slovnaft, 
the petroch.emical com- 
pany, and Slovakafarma, a 
drugs maker. Both are the 
only companies to have 
Issued GDRs. 

Although the. economy is 
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still growing strongly, most 
other companies are report- 
ing weak results because of 
faltering domestic demand 
and the heavy .financing 
burden caused by maintain- 
ing ambitious Investment 
programmes at a .time of 
high interest rates. 

Domestic interest has 
been lacking. Investment 
funds have never recovered 
from the cancellation of the 
second wave of voucher pri- 
vatisation in 1994. 

In addition, the bond 
market - where yields on 
government issues hit 30 
per «»nt in October - now 
provides better returns. 

This has led the SAX 
index of the 16 leading 
stocks, worth around 
Sk54bn,to stick between 
150-225 since the bourse 
bedded down in mid- 1994. 

. Last year, the Index fell 
by 5.1 per cent in doBar 
terms and it Is currently 
bumping along the bottom 
of its long-term range. Yes- 
terday tt closed 2.14 lower 
at 15432. 

. Analysts see some hope 
far the future. If the opposi- 
tion wins this autumn’s 
elections, it could herald 
the return of foreign direct 
investment 

“The market is missing a 
spark and 1698 will be a 
difficult year," says Ivan 
Gransky of Creditanstalt. 
“But . the rtmp for the capi- 
tal market should come, no 
later than. 1999”.. 

Robert Anderson 


This announcement appears as a matter of record only. 
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THE WINTER OLYMPICS 


The Japanese city throws itself open this 
weekend to 2,450 competitors from 
72 countries. Paul Abrahams reports 

There's no busines 

like snow business 
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Japan’s snow co un t ry has 3!yed . 
up to its name. Nagano may be 
on the same latitude as San' -/ 
Francisco. Athens aad-Z&bon, . \ 
bat the bitter weather syrtenis . 
that sweep east from' the Asian . 
landmass have at last carpeted.: 
the site the mo^ southerly 
winter Olympic Games with ' 
snow. 

January's belated snow-falls 
were the last dement necessary 
to complete preparations for the 
18th winter games, preparations 
that began in 1991 when Nagano 
was awarded the games at : 
Birmingham in England. 

Tasuku Tsukada, Nagano's 
mayor, has no doubt of the; .. 
importance erf these winter 
games, the last in the twentieth, 
century, mid the first, in Ana for 
26 years. ‘'When we started our 
bid In the 1980s, nobody had 
heard of Nagano. Now, 

Nagano city’s name is 
known throughout the 
world." 

Mr Tsukada is ’ 

determined that . . 'SqQgj 
Nagano's name should 
emerge from the games 
not only better-known^ 
but with its reputation 
enhanced. Much will depend 
on whether seven years of 
preparations will prove 
adequate in coping with the 
record 2,450 competitors from 
72 countries, as well as an . 
estimated 2.25m -visitors 
expected to visit the Nagano 
region during 16 days . . j 
of the games.. . . . 

The way Nagano has readied 
itself for the games reflects ti®. 
strengths and weaknesses of- - 
Japan. The strengths are ‘ . 
immediately apparent The 
most obvious is that all the . 
sports' sites and transport 
infrastructure were completed 
on time. There was never, any 


mistakes made by Montreal in 
.1976 when many of the vermes 
were, still under crastm ct foa 

wbenthegaxoes^^ed-^fe 

'■ Moreover, the buffiiiags put up 
for file' games are visually 
impressive. This is not • 

unexpected given the quality of 
much Japanese modem 
architecture. Among the most 
notable buildings *s the M-Wave. 
a speed skating arena with - 
capacity for 10,000 spectators 
which has huge sweeps of-': y 
, stainless steel andnh 80 metre . 
larch wood span. 1 
But while the infrastructure 
speaks for Japan’s strengths, the 
country’s weaknesses are also •: . 
evident. Although a local 
businessman, Soichiro-Yoshlda, 
was instrumental in 
winning the games . & ' 
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for Nagano, it was Japan's 
notorious bureaucrats who took 
over planning the games. 
Japanese manufacturing 
techniques may be the envy of. 
the world, but its technocratic ' 
bureaucracy is one of Japan’s 
lesser, achievements. 

Raising private finance has 
proved particularly difficult. 

This was not a problem for the 
Sapporo games in 1972 when the 
nnrtnnai government paid for 
everything. But this time, seven 
years of economic hardship 
meant that contributions were 
required from the private sector. 
The bureaucrats’ lack of 
commercial savvy became 
rapidly apparent, with 
sponsorship arriving late, below 
budget and with companies in 
conflict with each other. 

The bureaucrats’ desire for 
consensus resulted in 
tautratingly slow decision- 
• malting . Their need to 
avoid confrontation and 
", appease local -minority 

- ..^-groups also led to some 

■ . farcical scenes, particularly 

_ ... over environmental 

matters. 

The commitment 
to the environment 
of the Nagano 

Olympic was laudable, but often 
tairow to extremes. The torches 
used to carry the Olympic flame 

: from Greece to Nagano were 
fuelled with dean-burning 
. propane gas, 'rather than the 
usual mixture which gave off 
more smoke. The problem was 
" that the new propane torches 

- repeatedly went out. much to ■ 
the runners’ conste r na t ion. 

The torch fiasco would have 

embarrassing enough, but 
the commitment to the 
environment of Makoto 
Kobayashi. director general of 
• the Nagano Olympic Committee 
“(Naockappearedal times to . 
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tnkff precedence over the main 
purpose of the games - sport 

The three goals of the games, 
set out by Mr Kobayashi, a 
Tokyo-based life-t ime 
bureaucrat were “Participation 
of children”, “Festival of peace 
and friendship" and “Homage to 
nature". Staging a successful 
^porting event was not included 
among Mr Kobayashi's publicly- 
stated Olympic goals. 

The most notable example of 
the cfajh between sport and 
nature was an extraordinary 
dispute over the length of the 


downhill ski run. The 
International Ski Federation 
president, Marc Hodler, argued 
that the proposed run was too 
short But Mr Kobayashi said 
that extending the course meant 
it would run through a national 
park, causing considerable 
damage. 

Although more than 160,000 
recreational skiers already used 
the same run every year, no new 
buildings were to be constructed 
(Mr Hodler even offered to build 
the starting gate out of snow), 
and despite the fact that the 70 


racers would use the run only 
four times each, Mr Kobayashi 
remained unmoved. His counter- 
proposal was that recreational 
skiers would be banned too. 

Mr Hodler warned that if this 
happened he would ban all 
skiing at the games. Mr 
Kobayashi. for his part, 
threatened to resign as director 
general of Naoc if the start was 
moved higher. The whole 
argument was over a mere 120 
vertical metres and probably 
less than 15 seconds of race 
time. In the end. a compromise 


below Mr 
Hodler’s 

preferred start. Mr Kobayashi's 
intransigence seems all the more 
extraordinary given that almost 
no fuss was made about the 
huge environmental damage 
caused by the construction of 
two expressways and the 
“Shinkansen” bullet train from 
Tokyo which cost a staggering 
Y603b. 

Despite such investment 
transport remains the biggest 
concern for the Olympics, 
according to Naokichi 
Nishimura. deputy director of 
Naoc. At the best of times. 
Nagano City’s roads are 
congested. The routes leading up 
to many of the events are single 
lane highways. 

Continued on page 2 




./V 120 meter* Ski tfjjkmpk 
Time from <t0t of run to lift off: 4 secs. 
Terminal Velocity at end of rainp. 91.2 km/h. 
Distance travelled: 130m. 

Time in flight: 3.2 secs. 


oTki^k 


M 




C -*F-- -■ 


r - 




DON'T TAKE CHANCES 
WITH YOUR 
SKIS ON THE WAY TO 
THE OLYMPIC GAMES. 
WAIT UNTIL YOU 
GET THERE. 

— . Risk is something ski jumpers are willing 
, u „. to live with. Except when it comes to 

shipping their equipment. That's why so 
Trumy Olympic athletes this year mil be shipping their equipment 
to Nagano, Japan with the most reliable company they know. UPS. You see, 
UPS has greater worldwide capabilities than any other delivery company 
in the world. So whether you're a small business that only occasionally does 
business internationally, or a huge international business like the Olympic 
Games, we're a company that can guarantee you delivery on time, every 
time. Or your money back. Next time you've got an important package 
to send, make sure you send it UPS. Then, just like this ski jumper, 
you'll have nothing to fear. Q Q>0 


Worldwide 
Olympic Partner 



Consider it done. 


http://www.ij 


Coll UPS for detail on coverage, Sme-iiHrans* and n«ma)4»et-gMti«>ntwi. 
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FINANCING THE GAMES • by Paul Abrahams 


Taxpayers collect a 



Infrastructure and 
operating costs have 
greatly exceeded 
expectations 

Funding and organising an Olympic 
Games is a challenge. The danger is 
that the legacy left to the host city and 
region is not an enhanced reputation, 
but rather the bitter aftertaste of a 
financial hangover. The Montreal 
games m itiTti left that city with a huge 
debt burden, only partially offset by’ 
the honour of having heen the venue 
for the games. 

Organising committees usually try to 
ensure the event at least covers its 
costs or even makes a surplus, such as 
the &25llm profit achieved by the 1984 
games in U-s Angeles. The task has 
been made much more difficult this 
time, however, by the economic envi- 
ronment. 

When Nagano was bidding for the 
Olympics during the 1960s, Japan was 
at the peak of its economic power. 
Spectacular promises were made to 
beat off competing sites, including an 
offer to pay all the expenses of the 
athletes. 

Alas, 1991, the year Nagano was 
given the games, was also the peak of 


Japan's so-called bubhle economy. The 
subsequent economic malaise and the 
appreciation of the yen t which cut 
into the value of international broad- 
casting rights forced the authorities 
to reduce their offer to athletes from 
entire expenses to just $ 1,000 eadi 

Even though japan is financially 
stretched, the operating costs, the cost 
of constructing the sports facilities and 
the infrastructure costs have all far 
exceeded initial expectations. 

The operating costs of the games 
have been borne by the Nagano Organ- 
ising Committee (NAOC) and by March 
last year it had become apparent the 
initial budget of Y94.abp would be 
exceeded. Improved telecomm uni ca- 
tions and broadcasting systems, for 
example, were considered necessary, 
and cost an additional YS.5bn. ‘Tele- 
coms are a very’ sensitive issue and we 
had to have the best system for deliver- 
ing results and information, that 
increased the development costs. As for 
the international broadcast centre, we 
reckoned there would he about 1.3m 
spectators actually watching the games 
live here in Nagano, but billiqns world- 
wide on television, so we needed to 
have really good signals," Naokichi 
Nishimura. deputy director of Naor, 
explains. 


"But the revenues have increased, so 
we can cover the increased budget/ 
insists Mr Nishimura. television rights 
will raise about Y34.6bn - higher than 
originally expected. CBS, the US broad- 
caster, paid ~$375m for the US rights, 
the European Broadcast Union paid 
S72m. while an NHK-Jed consortium 
purchased the Japanese rights for 
about $37.5 tn. fo all. 8513m was raised, 
with 60 per ceqf going to NAOC. 

Other revenues included ticket sales 
of Y7.2bn and sponsorship at YSS.lbn - 
itself something of a disappointment It 

had been hoped that sponsorship would 
raise as much as Y32bn but the eco- 
nomic malaise gripping Japan put off 
many local sponsors. 

The extraordinary fall In the value of 
the dollar against the yen during the 
19905, which reduced the value of inter- 
national broadcasting rights, has been 
a further problem. Overall, about 40 
per cent of revenues had been expected 
to come from overseas. NAOC decided 
to avoid fort her exposure to currency 
uncertainty by hedging its dollar 
income at YH5 to the dollar. 

Despite higher than expected televi- 
sion income, and ail additional Y2ibn 
in revenues from lotteries and other 
sources, the regional government has 
been ebUged ip ride to'NAOC's rescue. 


paying Y12.1bn in subsidies. 

' The prefecture has had to take PA a 
heavy financial burden in order to best 
the games. In particular, ft has been 
obliged to shoulder sozne of the cost pf 
transport infrastructure. Its debts have 
increased from Y900bB four years ago 
to Yl,300bn, a vast sum given its 
annual revenues of about Yi.OQSbn, 
according to Hjdehjko Aral, deputy 
director- of the Olympics division gt the 
Nagano prefecterial government 

Nagano city's debts have also 
increased markedly to pay for sports 
facilities. Tasuku Tsukada, mayor pf 
Nagano city, admits costs were yiobn 
higher than expected, at Y8@-6bfL This 
was partly because it was decided tp 
buy land adjoining the sports facilities 
so that better landscaping could be 
gehieved. The addition of evegta such 
as snowboarding also added tp casts. 

The city shared the YS&Sbn costs of 
the sports facilities with the prefecture 
and national government. The Igtter 
paid 50 per cent, with the. city gnd 
prefecture contributing 25 per cpnt 
each, says Mr Tsukada. To find the 
required Y22.2bn. the pity used Y4^hn 
in cash and borrowed YlT.Tbp, Thkt 
brought its debt tp Yiaffbe, 8 consider- 
able amount given the cqty'e gp R i jp ] 
revenues are just YlSObm 


Considerable efforts have beep made 
to sniphuisp the epfti of future 
nanca. says Mr- “feukada: Two skating 

rinks will be canvqrteg after A 1 .® gamps 
for use as a swi»nming_nppi and a 
eonventipn facility. Mr Tsukada hopes 
. the bobsleigh apd luge' ^. which 
will ms t Y?9tte a sear te maintain, will 
be qsed. in future competitions, - 

The main-dapgpF for bath the city 
and the prefecture that the NagapP 
regiai)al economy ^ which Pfovpd 
hitherto almagt Iqghuue to tfte eotb 
nomic recession . gripping Japan. = 
begins |p slow. 

Isamu forap, research officer at the 
Nagano Economic Research Institute, 
estimates that the pity normally sp@id§ 
about Y4Qbn annually on construction 
projects, but that ip the TUP up to the 
Olympics this iporeaaed to about 
YSdbn. The. danger it that after the 
Olympics there will he SP economic 
downturn in the region that WOUld hit 
the city's apd prefecture's tM reve^ 
npes. “So far it hasn't happened, but 
there could fee signfficspt epts ra loegl 
speqdipg. causing antbaifcs on projects 
ehph w sewerage and. recycling 
systems/ WRriW tgrijPi; 

Eves if the equate, aiewdown does 
not occur, few believe foe pity and PI& 
fectvre vrtii bp abip to pay down the 


principal an its debt- Mr fifirao behoves 
the' national government wilt take 
reaponaihilHy tor paying hack the 
bonds issued- *Tbe mayor was elected 
igsf year op the promise that there 
Yjould be rq - tax increases- The 
national government wih deed with the 
problem/ he argues. 

‘ Fortunately, thp prefecture *p4 the 

city did not have to bear the brunt of 
the cost of the skinkansen bullet train 
that' now links Nagano with Tokyo. 
Estimates of ito vms, ranging 
between Y5(@hn to Y842bn. Whatever 
its true cost, the 13 tunnels running 
ffiirm were axpenaiYO and the line is 
unlikely ever to purer Ito Mpt of capi- 
tal. Rer will toe city have to pay the 
veiehfl Mr Aral estimates was spent on 
toe expresswaya. 

Qn conservative estimates the y/zirc- 
tens&i cest YfiOSbn, the expressways 
YBlfibn, toe sport? facilities Y$6hn and 
NIOC’s operating costa YlB3bn. malting 
a sund total pf'Vi^98bn. 

TtyM is rather more than the ¥332bn 
the Na ^no bidding committed told, the 
International ojjflnpie Committee in 
1988 that it would coat to Stage the 
games. Eortonatdy fer Nagano prefer 
tyre's residents, mostwill he covered 
by too national government, and the 
lopg^uffermg Japanese taxpayer. 


LOCAL ECONOMY • by Gillian Tett 

Risk of a 
post-party 
headache 


The end of the 
boom period may 
bring the region 
to earth with a 
bump 

During the past few years 
Nagauo has been enjoying 
an economic party. As the 
games have loomed, compa- 
nies have scrambled to build 
infrastructure - delivering a 
startling boost to the 
region's growth lutes. 

This summer, though, it 
could be heading for a hang 
over. Though hosting the 
games could, in theory, pro- 
vide a longer-term boost to 
the region's economy, realis- 
ing the benefits will be a 
challenge. And in the short 
term, there is a real nsk that 
the recent boom could soon 
tum into a slump. 

The danger is particularly 
acute because Nagano is not 
one of Japan's most obvi- 
ously favoured regions 
Stuck m the middle of the 
country's central Island of 
Honshu, it has the distinc- 
tion of being the only prov- 
ince which has no coastline. 

In the pasl its economy 
has essentially revolved 
around two main elements. 
In the south it has a concen- 
tration of high technology 
industries such as precision 
engineering and computers. 
These include well-known 
business names such as 
Epson, hu.’uki. Sanyo Elec- 
tronics and Kao. But in the 
north - the area which will 
hurt the Olympics - the 
oconomv reiies heavily or. 
tourism, and m particular 
sports such as skiing, walk- 
ing and golf. 

In recent years manufac- 
turing hjs enjoyed relatively 
mixed fortunes, this has 
largely echoed those of the 
national economy Tourism, 
meanwhile, has showed only 
slow growth But the real 
boom has conic from another 
source - construction, which 
has been surging as a result 
of all the new infrastructure 
projects ahead of the Olym- 
pic Games. 

In 1995, the last data avail- 
able. construction output 
grew some 10 per cent to 
account Tor 15 per cent uf 
gross domestic product for 
about the same as service:, i. 
Real estate, another key ben- 
eficiary of the Olympic 
boom, rose some 7.3 p'-r cent. 
Services, including tourism, 
by contrast, expanded only 
0.9 per cent. 

This construction boom 

has made .Nagano something 
of an exceptions in the rest 
of Japan the construction 
sector has been in a down- 
turn since the collapse of the 
1980's property and asset 
bubble And the impact of 
this building huora is clear - 
in 1995 the area's overall 
economy expanded by 1.5 pf«r 
cent, compared to an annual 
average of 2 per cent rand a 
mere 1 pur a-nr in Tokyo! 

But this boom Is already 
running out of steam. As 
Isamu Hirao, research officer 
at the Nagano Economic 
Research institute says: “In 
1998 and 1997 rlw construc- 
tion (growth) ramie to nn end 
- for Nagano the buhble col- 
lapsed in ti«7.” 

And with the construction 
sector having created an 
estimated 297.000 jobs in 
recent years, tills is alarm- 


ing many local businesses. 
As Susumu Yokoyama, pres- 
ident of Nagano Chamber of 
Commerce a ad Industry 
says: "The construction sec- 
tor is very' worried about the 
future after the games. 
There is a lot of concern." 

Trying to assess just how 
hig any downturn might be 
is difficult, since measuring 
the impact of the games in 
the first place is very tricky. 
But Mr Hirao estimates from 
his own calculations that the 
Olympics have probably- 
added some Y3,300bn into 
the economy in recent years. 

He has reached these fig- 
ures by estimating that the 
construction of the transport 
and sports venues alone put 
some Y1^62bn into the econ- 
omy. But on top of tills, the 
related knock-on effect on 
other industries is believed 
to have added some Y7Q9bn 
worth of production- The 
additional consumption that 
will be derived from the 
games is an extra boom: he 
estimates this will total 
some Y252bn. 

The Nagano prefecture 
government is more cau- 
tious. They expect that if 
l.orn visitors arrive Nagano 
during the games, their total 
consumption will bn only 
slightly over Y72bn, using 
conservative estimates. But 
either way. one thing is 
clear: if all this spending is 
now taken away, it would 
imply a downturn. 

Nagano's leaders retort 
that this should be offset by 
the longer term boast that 
the new infrastructure will 
provide. They hope, for 
example, to use the Olympic 
venues to attract more con- 
ferences and sporting events. 
The games themselves have 
made the area better known 
internationally. And the new 
transport links have 
increased the economic 
catchment area. This could 
attract more business and 
also deliver a big boost to 
tourism, since Tokyo is now 
a mere fio minutes atvay. 
“The area should become a 
meccj of winter sports,’’ Mr 
Hirao argues. 

But drawing the benefits 
from this will not be easy. 
Japan's overall economy is 
currently stagnant. The ski- 
ing industry is in itself in 
decline. As Mr Yokoyama 
says: "It is becoming more 
difficult to run a ski resort. 
The reason is that the* num- 
ber of people who ski is 
declining." 

And even the new rail link 
might have sonic drawbacks. 
"There arc real fears that 
demand will got sucked 
along the shinkunsen in 
Tokyo," !*ays Mr Hirao. In 
particular, tile risk Is that 
shoppers may now start 
travelling to the capital to 
r>penil their money, instead 
of consuming at home, "It is 
a difficult process and tricky 
to model and so we don’t 
really know who will bo the 
winners and lasers.” 

Nevertheless, what Is clear 
is that the challenges facing 
the govemmont and local 
businesses now are huge. If 
the new infrastructure Is 
used effectively, it will cer- 
tainly give Nagano a compet- 
itive edge In the coming 
years. But if not, it could 
end up looking like yet 
another af Japan's expensive 
white elephants. The next 
few years could bo cruct/ii. 



Time 
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INFRASTRUCTURE • by Bethan Hutton 


Monuments to better times 


The new facilities 
were planned in a 
much more 
favourable 
economic climate 

When Nagano was bidding 
for the winter Olympics at 
the start of this decade. 
Japan's economic bubble 
had not yet burst. Extrava- 
gant construction projects 
were proliferating elsewhere 
around Japan, so the idea of 

building several Qiympic- 
.standani sports venues in a 
city of 360,000 people did not 
seem strang*. More than 

seven years later much has 
changed in Japan. 

Qlyraplc-relaie.rt spending, 
particularly on construction, 
has boosted Nagnno'fi econ- 
omy for the last few years, at 
a time when cons traction 
companies elsewhere in 
Japan have been struggling 
with the after effects or the 
collapse of the buhble econ- 
omy. In Nagano prefecture, 
about 300,000 jobs have been 
c routed In the construction 
industry over the past 
decade. In sharp contrast, 
three listed construction 
companies elsewhere in 
Japan filed for bankruptcy 
last year and countless 
smaller ones went the some 
way. The Olympics builders 
are now facing toe same lack 
of orders that other compa- 
nies have been coping with 
since 1991. 


The mood of Japanese tax- 
payers has also changed: 
they have become aware of 
the waste of public money 
during the bubble years, and 
now are more likely to pro- 
test at shiny monuments to 
municipal pride. In Nagano, 
the backlash has led to pres- 
sure on the local organising: 
committee to reduce the 
scale Qf some construction 
prqjeets In order to lower the 
Initial cost to taxpayers and 
rut maintenance costs later 
on. Despite pressure to keep 
costs d° w n. however, the 
Olympic budget has expan- 
ded from Y94-pbn to at least 
YlOlbn- 

The "Big Hat" ice hockey 
stadium, for example, has 
ended up much smaller than 
was promised at the time of 
the original Olympic bid, 
largely because of concerns 
over maintenance costs. It 
has seating for just over 
8,000 people, plus standing 
room for nearly 2,000, rather 
than the total of 12 JJ 0 Q seats 
originally planned, 

This may suit local bud- 
gets better, but has angered 
international sports organi- 
sations and Olympic com- 
mittee members. It also 
means that fewer tickets are 
available for some of the 
most popular events, and 
ticket quotas for Japanese 
residents have borne the 
brunt of the cuts - another 
source of complaints. 

Questions are also being 
asked about bow much use 


so many large sporting ven< 
ues wifi get In a provincial 
city once the Olympics have 
finished. It is unlikely that a 
city such as Nagano would 
have spent Y33.7bn on toe 
M-Wave speed-skating arena 
under normal circum- 
stances, and difficult to 
Imagine that It will be fully 
utilised after the event 
unless Nagano succeeds in 
attracting regular interna, 
tional winter sports meet- 


The Aqua Wing develop- 
ment, costing Y8.4bn, will 
hold up to 6,000 spectators 
for ice hockey matches dur- 
ing the games and will ho 
turned into a municipal 
swimming pool with seating 
for 2,000 afterwards. The 
Y9,5bn stadium for the open- 
ing ceremony, with its dis- 
tinctive petal-like curved 
seating segments, is to 
become a baseball stadium. 
Others are simply desig- 
nated as ‘•multi-purpose'’ 
venues. 

On one point, however, 
there can be no complaints, 
Unlike some other Olympics, 
all the venues were - com- 
pleted in good time. The 
final one. Aqua Wing, was 
finished in September last 
year, leaving plenty of time 
to prepare the ice rink far 
use, 

A more immediate worry 
is the transport situation 
during the games. A new 
skinkansen “bullet train” 
service between Tokyo and 


Nagano was opened to greet 
fanfares in October. The ser- 
vice has put travelling time 
from Tokyo to a minimum of 
79 minutes, and an average 
of 93 minutes, which is a hig 
improvement on the previ- 
ous minim u m of two hours 
and 40 minutes. The time 
savings did not Game 
cheaply, however the proj- 
ect cost Y84Gb«. And the 
mountainous geography: 
around Nagano meant that 
mow than half of the new 
stretch of track had to run 
through tunnels, adding to 
the cost 

But trains and the express-: 
way from Tokyo deliver 
people to the centra of 
Nagano city, while many of 
the main events and accom- 
modation are in outlying vil- 
lages and resort areas. Apart 
from one Olympic highway. -- 
. which was- itself -controver- 
sial because of ballooning 
costs - most of the local.: 
. roads in and around Nagano 
are largely . unimproved. 

. They ,gre : frequently con- 
gested during. the normal ski 
season and during winter 
sporting events much 
s matter in scale then the 1 
Olympic. Game* so serlmig 
traffic jams during the 
Olympic fortnight ore & real - 
possibility. 

• ■• fl Traffic is the biggest con- 
cern, especially in winter, 
when the conditions are not 
stable. W« -are concerned 
that It could be very con- 
gested." said one official. 


fjQCf) residents are being 
asked to stay off the reads as 

much, as possible, to bring 
traffic volume down by 
around 30 per cent to the 
usual Sunday level, 

- A recent test exereise by 
the local police succeeded tq 

■ reducing traffic volume by 
only 15 per cent, however. 

■ And with up to 2.5m visitors 
expected during the Olympic 
period - almost seven times 
the local population - simple 
restraint on the - part of 
Nagano drivers will not be 
enough; to prevent traffic 

congestion, “ not d »°s- 

. Even the . new dWR/tonser* 
way not be able to cope with 
demand during the Olympic 
period. The traeX aud plat, 
forms hays been designed 
for eight'Wriaga trains, 

seating 630 * passengers , 

rather, than the id-carriage 
models used on meto 
kmsen .tines ' dlsewhera |n' 

■ Japan. Hawrvable seats , for 
ttw day of the opening cere- 
mony, have s been fully 
booked f pr . weeks : in 
advance,: Mfryrfc feus or 
overcrowding when travel- 
lers without seat reserva- 
tions, but with tickets tq- 
. Olympic events, fry to nake ; 
it to Nagawf : in.tim . 

•. -Japaneae.- commuters ' are 
accustomed: -to rush-hour . 
trains- packed- to more • 
than . 200 pw: cent - caparity. 
vraethor Olympic officials 
an d visit ore . wiUv^toe 
as tolerant is another mat- 
ter. 




Continued from page \ 

■ ifyfr l^shimura hopes that 
appeals for residents to use 
public transport win help 
reduce traffic levels by 30 
per cent during the games. 
But two pilot, schemes 
shewed folia in traffic vol- 
umes of Jqst 14.8 per cent 

- aqd less than 10 per cent 

weret day is likely fo be 
Pebrewy 19. one ef the 
heavlret days of competition, 
■ to the week prior to foe 
qpenfog ceremony, the Enter- 
national Olympic Committee 
oaasjdered traffic congestion 

foe higgest potential head- 
ache, Certainly, foe delayed 
start of some snow-boarding 
championships hold near 
Nagano last year - caused 
by competitors being unable 
tp roach their event - 
augurs baffiy for congestion 
. levels and running to time, 
The bureaucrats running 
foe gmnes also foiled to meet 
foem initial budgets. NAOCs 

■ budget had to be raised from 
Y94,5bn to Yl03bn, partly 
because of cost over-runs 
and partly because foe yen's 
recent . appreciation against 

. foe dollar undermined the 
value of the international 
television rights. The sport- 
ing facilities, estimated origi- 
nally at Y78bn, eventually 
cost YS6.6bm The costs of 
thrae will be covered h alf by 
foe national government. 25 
per -Gent by foe prefecture 
and 25. per cent by foe city. 

Nagano city jfos_ had to 
take on additional debts of 
YiV.fon, raising its overall 
liabilities fo Yl80bn, 1.38 
times its normal income, 
according to Mr Tsukada- As 
for foe prefecture, its debts 
are now Yl^CObn, up Y500bn 
on four years ago. Tbat com- 
, pares with 'ukum revenues of 
Yj.OOqbn a year- However, it 
fe widely expected , that foe 
national government will 
' take choree of foe bonds 
raised by foe and prefec- 
ture to pay for foe games, 
Respite the high costs of 
foe games, their benefits for 
Nagano and the region are 
not. in dispute, While the 
country be a whole has been 
nd rad by an economic slow- 
down since 1981, Nagano has 
posted above trend growth. 
Infrastructure spending has 
had a huge impact on the 
economy, according to 
teamu Hirao. research officer 
at the Nagano Economic 
Rcsearoh .Institute, Between 
1888 and 1998. foe games will 
have’ helped create 39?,ooo 
Jobs, be claims.- . - , 

As for. foe future, foe 
region wffi i'feave much 
unproved trwwport and tefe- 

- comnnatications infrastruc- 
ture, Mr Teukada w^eots 
foe regJea to become a sig- 
nificant centre far sports and 
conferences, Already ' foe 
wedd spoqd ekattog. charnel- 
onablpe am. booked for the 
jyear aoOQ.'Ife says foe city 
has received;: applications 
from more than ldo orawri- 

- safckraa.for conventions with 
more ;fo«n-,2QO,0Wi«rtici. 

iJBBBto;. y. /~y [y 

■ ^Ef . foa^nsst Iff days can 
pass without u big security 
foddent, 'without -.significant 
technological . prtddems, 1 and 
without bad ^delays caused 
■by traffic, tteu ttm-sofoeia 

enhance Nagano's fern* ; «ad 
reputation. :: \ 
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SPONSORSHIP • by GHIwi Tett 




Big international 
sponsors are 
elbowing out 
Nagano 
companies - . 

When the Olympic ; games 
begin bn Saturday, some 
Japanese may conclude that 
one ingredient is missing. 
The official venues will not 
be selling traditional Japa- 
nese sporting fare > “orii- 
giri'’ rice balls wrapped in 
dried seaweed and Tamen" 
noodles. 

The reason? McDonald’s, 
the US food company, is a 
main sponsor of the event. 
Consequently, .the only food 
that can officially be sold Is 
hamburgers and other such 
US fast food delights 

The organisers argue this 
Is simply normal Olympic 
practice but it has provoked 
considerable local protest. 


afoot in Japan: having first 
made the bid back- in -1391 
when Japan's economy was 
' booming, the organisers 
have seen the bill mount - 
and ibe economy., falter 
sharply.. The other is the 
growing enthusiasm of the 

. International Olympic organ- 
isers for tapping into private 
sector ha cking ' in the after- 
math of the success of recent. 
US games. . 

. The current system of 
sponsorship, which was first 
developed -after the Los 
Angeles games, for example, 
divides sponsors into three 
ranks and offers' various 
marketing privileges accord- 
ingly. 

The top rated js the “world 
Wide” sponsorship scheme, 
-which gives companies the 
right to use* the. Olympic 
logo for global marketing. 
The cost of this privilege is 
not revealed but is thought 
to have been around $30m 


Olympic sponsorship partners 


Company 


••Cfctogbry'- 
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Indeed, the Olympic organis- 
ers even asked McDonald's if 
it could turn its . hands , .to 
producing rice baits itsdtf"- 
a request it refused, 'We are 
a hamburger company so we 
can’t suddenly provide noo- 
dles," a spokesman says. '. 

The row may seem trivial . 
but it highlights a much 
broader tension now hang- 
ing over the games. For, as 
this year’s event shows; 
sponsorship is playing "an ' 
increasingly high profile role 
in the Olympics and.threat- " 
ening to make It hanier to 
reconcile the dewands of 
sponsors with; spectators, 
local businesses - let alone 
the original "amateur" 
Olympic ethos. 

As Hidehflsd Aral, deputy 
director of the Olympics 
division at Nagano Prefec- 
tural Government says: '"Not 
having noodles' or rice, balls 
will be very strange but that 
is because of the sponsorship 
rules. In Japan we axe not 
used to the idea of unique 
sponsorship rights because 
companies tend to act 
together." 

Such problems are cer- 
tainly nothing new but - they 
have become particularly 
acute in Nagano, given the 
size of the sponsorship flow- . 
ing in. On current estimates, _ 
the organisers expect to 
raise some $330m finm - spon- 
sorship deals - the highest 
figure for a Winter Olympics 
to date. 

This increase is a reflec- 
tion of two factors. One is 
the economic pressures now 


for most companies. And in 
the Nagano games the list of 
sponsors is - unsurpriringly 
- topped by a series of multi- 
national companies, most, of 
whom have been previously 
associated wrthjgames. 

Coca-Cola is. for ' example, 
to provide beverages;. IBM, 
information 'technology; 
John HancocXfinancial ser- 
vices; Kodak, photographic 
services: and Panasonic 
audio equipment. Samsung 
.will produce telecommunica- 
tions equipment; Time will 
supply magazines; UPS. 
-delivery services; Visa, con-, 
■sumer payment services; 
Xerox document, publishing 
services and McDonald’s, 
the coutrovarsial fast food. - 
' There are also two other 
tiers. The lowest is . a group 
of "official suppliers'* - in 
this case aame 18 local Japa- 
nese companies. But. the 
middle: tier is - a grotto of 
Gold sponsorship companies 
which have each paid Y2bn 
to have the right to use the 
Olympic logo within. Japan 
but not- worldwide. . These 
Include some Japanese 
groups which , are relatively 
new to the games. . 

NTT, the Japanese tele- 
communications group, is a 
case in point. It has not 
backed a games before, but 
decided to take part on this 
occasion. This marks a cal- 
culated attempt to raise its 
.international profile at a 
time when it is trying to 
enter the international mar- 
ket for the first time since 
privatisation. Yoshiharu 
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PROFILE 


sk0hg industry 


A sector overbuilt and underused 


Takizawa. Olympic partner 
manager says: "’Oris Is a 
very important chance to 
show NTT’s abilities in an 
international environment" 

. Miznno. the Japanese 
sportswear company, is 
another example. "We 
decided it was natural to be 
at the centre of the games 
considering our mission to 
be a leading sportswear com- 
pany.” a spokesman said. 

The Nagano organisers 
have been delighted by such 
steps - and point out that 
fire Gold slots were snapped 
tip quickly. But the scheme 
has been far from trouble 
free because tee essential 
problem which dogs the 
sponsorship is that the sys- 
tem is built around a con- 
cept of “one sponsor per 
husiness or product cate- 
gory”. 

This, organisers argue, is 
essential to guard marketing 
rights. But defining catego- 
ries or territories is not 
always easy. Samsung, for 
example, became embroiled 
I n a complex battle with 
NTT last year over who 
should supply which system 
of mobile phones. There 
have been . complaints that 
the sponsorship rights of 
Mizuno, the Japanese sports- 
wear supplier, and Kirin, the 
beer company, have been 
undermined by ambush mar- 
keting by rival groups in 
Nagano itself. Indeed, in 
recent weeks local officials 
have been dispatched to rip 
down a series of posters and 
nffpni«ng advertisements. 

The sheer complexity of 
the scheme, has deterred 
some potential backers: 
Japan’s Ministry of Post and 
Telecommunications, for 
example, was considering 
providing support until it 
discovered this might bring 
it into conflict with UPS. It 
has. even sometimes under- 
mined efforts to market the 
Olympics themselves. 

The Nagano Organising 
Committee, for example, was 
prevented from selling a bad- 
ly-needed English language 
booklet, explaining how the 
games would work in over- 
seas markets, because this 
would clash with sponsor- 
ship rights. • 

Resolving these battles 
has not been made any 
easier by culture clash: some 
businesses complain that the 
Japanese organisers have 
limited experience of dealing 
with western style market- 
ing campaigns, let alone the 
legal rights. • 

But the problem will not 
end with Nagano. The spon- 
sors’ role is likely to grow, 
rather than recede in the 
coming years. And this, in 
turn, will leave the business 
backers increasingly forceful 
in demanding special 
"rights” from the games. 
The US organisers of the 
Winter games in Salt Lake 
City in 2002, in other words, 
could soon be facing their 
own sponsorship challenges 
- even if these are unlikely 
to involve protests about 
hamburgers. 


Hxrotaka MIyaji, managing 
director of the association of 
Japanese sporting goods 
manufacturers, does not 
mince his words "I think 
that some Japanese ski 
resorts will be bankrupt at 
tee end of this season, for ' 

. tee first time.” 

Such a comment might, 
seem startling, given the 
high profile which skiing 
- will get this winter in Japan 
but they point to a painful 
truth. One of the ironies of 
the Olympic games is that 
they are occurring at the 
very moment when Japan’s 
skiing industry is in the 
doldrums. The story behind 
fhis gloomy situation is 
essentially a microcosm of 
tee woes that have been 
gripping Japan since the 
collapse of Its infamous 
economic "bubble” of the 
1980s. 

By the late 1980s a strong 
period of growth was under 
way. Millions of new skiers 
flocked to the slopes. 

Indeed, by the early 1990s it 
was cited at the most 
popular sport for teenagers, 
and joint most popular with 
tennis for those in their 
twenties. 

Business responded 
according. Believing that 
the boom would last, 
companies used cheap loans 
from the banks to build 
hundreds of new resorts and 


hotels. Ski manufacturers 
flooded the market with 
equipment and travel agents 
developed package tours. 

But in the early 1990s the 
economic bubble burst - 
and consumers cut back. 
Sales of skis started to drop 
sharply, leaving the 
manufacturers and retailers 
with Urge unsold 
inventories. The number of 
skiers themselves fell; 
although some 16.5m people 
in Japan are estimated still 
to ski, the amount of money 
spent per head at resorts 
bias been Calling since 1995. 

This has hit the industry 
hard. The foil in revenues 
and plunging land prices 
left the companies, which 
had borrowed heavily to 
build the resorts in first 
place, facing a cash squeeze. 

In the last year, the pain 
has increased. For. although 
Japanese banks have 
traditionally taken a very 
relaxed attitude towards bad 
loans, the country's own 
financial crisis is now 
encouraging them to tighten 
credit. 

In Hokkaido, tbe northern 
island, for example, the 
situation is particularly 
severe. Last November. 
Hokkaido Takushoku. one 
of Japan's biggest banks, 
collapsed with bad loans of 
more than Y2,000bn, a large 
proportion of which were 


apparently skiing related. 
Tire episode has already left 
other banks on the island 
scrambling to tighten credit 
- which could soon lead io 
bankruptcies. 

The prospects for any 
improvement do not look 
good. For quite apart from 
tbe weakness of Japan's 
economy, the skiing 
industry also has a 
demographic problem: the 
country's population is 
ageing. As Susumu 
Yokohama, president of 
Nagano Chamber of 
Commerce, says: "The 
sluing industry is in 
decline . . . partly because 
the number of young skiers 
is tailing. " 

Parts of tbe ski industry 
are now fighting back. Some 
companies, such as tbe 
Prince hotel in Naeba, are 
trying to attract a new 
clientele by improving 
accommodation anu 
catering standards, which 
have generally been poor in 
the past. As Mr Miyaji says: 
“Young people are 
travelling overseas now 
instead of going skiing, 
because they don't want to 
keep paying Yl.OGO fora 
bowl of noodles." 

Ski manufacturers are 
trying to shift their stocks 
of unsold skis through 
heavy discounting. And the 
nation's ski manufacturers, 



Feel the quality: testing snow at the sid jump stand in Hakuba, Nagano 


THE TWO OLYMPICS • by Patrick Harverson 


True Olympic ideal under threat 


Precautions will 
be taken to 
prevent the . 
excesses of the 
s umm er games 

If the summer games are the 
Olympic movement's Holly- 
wood blockbuster, with their 
massive budgets, breathless 
hype, overpaid megastars 
and huge audiences, the win- 
ter games are more like an 
independent foreign film: 
much less- expensive, rfila- 
. lively hype-free, and ■ often 
winning!? charming. . 

The contrast between the 
two Olympics was explicitly 
illustrated by the most 
recent games, at Atlanta and 
at Liflebammer. The latter 
won the hearts of everyone 
Who attended Norway’s win- 
terfest and most of those 
who watched, enchanted, on 
television. The for- 
mer. . . well, perhaps the iesF 
said the better. 

Uflehainmer in 1994. and 
Atlanta two years later, cer- 
tainly served to reinforce tbe 
impression that the winter, 
games remain essentially 
truer to the original Olympic 
spirit, and nearer to. the 
amateur roots of the move- 
ment founded by Pierre de 
Coubertin. 

Yet, Michael Payne, com - 
mercial director of the Inter- 
national Olympic Committee 
aOCj. says it is unfair to use 
Lillehammer and Atlanta as_ 


examples of how much the 
. summer and winter Olym- 
pics differ '.in character and 
tone. He says: “You had two 
extremes in Lilleharomer 
and Atlanta. Lillehammer 
was a northern Scandina- 
vian host with no billboard- 
‘ ing advertising presence in 
the city. : Atlanta is a- very 
commercial American city.'’ 

It was the overpowering 
presence of sponsors and 
other advertisers In Atlanta 
that left a sour taste in the 
■ mouths of Olympic tradition- 
alists. In Nagano, fortu- 
nately, such problems are 
Unlikely to arise] and with 
the next winter games going 
to Salt Lake City in Utah - a 
city much nearer to Atlanta 
than Lillehammer in charac- 
ter ~ the IOC intends to take 
special precautions to ensure 
a repeat of the commercial 
excesses of the 1996 summer 
gamps does not take place. 

- -Yet. Mr Payne believes It 
ib -AT.-ii ig to assume tee win- 
ter are always more 

‘Olympian’ than the summer 
counterpart. He says the 
idea that the winter event 
represents a purer expres- 
: Sion of the Olympic ideal is 
liule more than a media 

cliche 

"If anything, the. winter 
' gaines presents more of a 
challenge foi us in m anaging 
the commercial age nda 
because of tee ski industry 
white '.is very aggressive in 
the placement of afl of its 
advertising." At the end of 


each run, for example, alpine 
skiers usually whip off their 
skis and hold them up to dis- 
play the manufacturer’s 
name and logo to the cam- 
era. Such overt displays of 
commercialism are normally 
banned from inside the 
Olympic sports arena, and 
no doubt will be rigorously 
policed in Nagano. 

Anyway, the distinction 
between amateur and profes- 
sional that once marked out 
the -winter ■ games from the 
summer event is rapidly 
blurring. Nagano, for exam- 
ple, will be the first winter 
games to feature tbe million- 
aire ice -hockey stars of the 
US-Canadian National 
Hockey League. Where bas- 
ketball first trod with its 
Dream Team at Barcelona In 
1992, ice hockey now follows. 

Perhaps it is because the 
winter games are played out 
on a much smaller, more 
intimate sporting stage that 
they seem more accessible. 
About i.4in tickets are sold 
to spectators to watch the 72 
sporting events of the winter 
Olympics, compared with 
the 5m-plus tickets sold for 
the 280 events of tee summer 
games. 

With fewer, less high-pro- 
file events, the television 
audience -for the winter 
games is considerably 
smaller but it is growing 
feat, with 160 countries com- 
mitted to broadcasting the 
games from Nagano, almost 
double the 86 countries 


which took the television 
feed from the Albertville 
Olympics in 139&, and well 
up on the 120 which took the 
feed from Lillehammer. 

With more countries show- 
ing the games and more 
hours of television coverage 
(total Nagano coverage is 
expected to reach 233 hours, 
more than three times the 
previous winter games fig- 
ure), more money will be 
received from tbe broadcast- 
ers. Revenues from the sale 
of television rights to the 
Nagano games will reach 
5513m. compared with $353m 
from Lillehammer. 

However, the numbers are 
still dwarfed by the televi- 
sion income from the sum- 
mer games, which stood at 
$900m in Atlanta, and will 
rise to about Sl.Sbn for the 
Sydney games in 2000- The 
smaller size of the winter 
event and the relatively 
small number of countries 
worldwide that are part of 
tbe winter sports market are 
not the only reasons, how- 
ever. why the IOC earns so 
much less from the sale of 
broadcasting rights, com- 
pared with the summer 
counterpail 

The "blue-riband” of the 
winter games is traditionally 
the men's downhill, which 
while exciting, does not com- 
pare with the dramas of tee 
main track and field events 
of the summer games, such 
as the 100m and 1.500m 
finals, or the relays. How- 


ever, in ice skating and ice 
dancing, the winter games 
has events with the potential 
to draw huge global audi- 
ences, not least because they 
appeal as much to women as 
to men. 

Despite their smaller size, 
the winter games are not 
necessarily easier to put 
together for the local organ- 
ising committee and the 
IOC. “Other elements make 
it as difficult. If not more so. 
than the summer games," 
says Mr Payne. “You are far 
more exposed to challenges 
of the weather, for example. 
The sports programme often 
has to be moved around and 
changed, which is rarely the 
case in the summer." 

It may seem obvious, but 
it is the weather which pro- 
vides the greatest distinction 
between the two Olympics. 
It is cer tainl y the organisers’ 
greatest worry. The people 
of Nagano have been 
praying (literally') for snow- 
in recent weeks, and the 
threat posed to winter 
events by unseasonably 
warm weather was under- 
lined a few years ago when 
the World Siding Champion- 
ships in the Spanish Pyre- 
nees had to be postponed for 
a whole year because of the 
lack of snow. 

Even if the weather proves 
favourable, there are other 
huge challenges, such as 
organising transport to and 
from events held in remote 
sites half - or all - the way 


up a mountain range, and 
accommodation, which may 
be relatively simple to man- 
age in a big city but can 
prove a huge headache at 
much smaller winter resorts. 

Perhaps tbe biggest chal- 
lenges face the broadcast 
media, which often have to 
work in extremely cold tem- 
peratures at the fop of a 
mountain. 

Modern technology' and 
years of experience have 
enabled the television com- 
panies to come to terms with 

the peculiar difficulties of 
broadcasting live from tbe 
winter games but it was not 
always thus. 

At the first televised win- 
ter games, at Cortina d'Am- 
pezzo in Italy in 1956. the 
Olympic torch carrier 
tripped over the television 
cables, extinguishing the 
sacred flame. This time 
around, the operation is 
likely to prove a little 
slicker. 
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lift operators and resort 
managers associations have 
started their first-ever joint 
attempts to promote skiing. 

But such measures are 
unlikely to bear fruit 
rapidly. Japan's most 
painful skiing battle, in 
other words, will not end 
when the Olympics are over. 

Japan’s skiing woes might 
hare brought pain for 
Japan's ski manufacturers 
but they have left keen 
skiers celebrating. For, 
although Japan's slopes 
used to have a reputation 
for being overcrowded and 
expensive, prices are falling 
and some slopes now have 
an unusually deserted air. 

Consequently', finding an 
attractive skiing holiday is 
easier than ever before and 
the choice is extensive. 
Japan currently boasts five 
main skiing areas, each 
including dozens of resorts. 
Many are small by Western 
standards but some, such as 
Nisseko, Happo One, Zao or 
Ship Kohgen. can hold 
their own on the world 
stage. 

One way to explore this 
range of facilities is to take 
a package tour. Japan 
Airlines, to cite one 
example, runs extensive 
selections of all-inclusive 
holidays in Hokkaido. For a 
resident or visitor based in 
Tokyo or Osaka, they can 


oifer a blissfully simple way 
to go skiing for a v.eek. or 
long weekend: a skier 
simply bops on s short 
nighv 

This being Japan, the 
logistic? work (ike 
clockwork i barring any 
severe snowstorms at 
Hokkaido airport.) And as a 
further boon, the price is 
falling: though weekends 
used to cost around Y 70.000. 
some travel agents are now 
selling them for half Lhis. 

Similar lockages can also 
be taken to the other ski 
areas on Honshu of Joetsu. 
Hakuba. Tohuku or 
Shmetsu but Hies* areas 
can also be visited just for 
the day or weekend from 
Tokyo. Gala Yuzawa. for 
example, is one famously 
easy option: the sfrinkarisen 
bullet train travels right 
into the cable car station at 
the base of the resort in a 
mere hour and half from 
Japan’s capital. 

The Olympics has brought 
its own boon to skiers. The 
new sftinkansen to Nagano 
means: that resorts in that 
area can be reached in two 
or three hours from Tokyo 
by train and bus - once of 
course, the huge traffic jams 
created by the games have 
melted auay after the 
Olympics. 

Gillian Tett 


TV COVERAGE * by Michiyo Nakamoto 

Skates on 
for viewing 
bonanza 


The big networks 
have been willing 
to pay highly for 
an established 
ratings success 

Avid fans of the popular 
historical drama, Tokugawa 
Yoshinobu. will have a diffi- 
cult decision to make this 
Sunday night The latest epi- 
sode of the widely followed 
programme will be compet- 
ing for attention with the 
Olympics figure skating 
competition, one of the most 
popular events of the winter 
games for Japanese viewers. 

In order to ensure that its 
audiences do not miss out on 
either. NHK, the public 
broadcaster, will show Toku- 
gawa Yoshinobu on its regu- 
lar channel, followed by the 
remainder of the skating 
event. It will also air the 
Olympics skating from start 
to finish on its satellite 
channel. 

For the main networks 
throughout the world, broad- 
casting the Olympic games 
represents an important 
opportunity to boost ratings 
and revenues. Nagano is no 
exception, in spue of poor 
ticket sales. While the ath- 
letes competing for medals 
will set new records oil snow 
and ice. the Nagano Olym- 
pics has set new records for 
broadcasting revenues. 

Broadcasting rights fees 
have generated J5513ra for the 
Olympic Movement, com- 
pared with $353oi at Lille- 
hammer. Of the total 
amount, the Nagano Olym- 
pic Organising Committee 
<Naoc> has received a sub- 
stantial $307m. double its 
original forecast of likely 
revenue. While prices in 
Japan are high generally, a 
good deal stili seems to have 
been struck, given that the 
Lillehammer organisers 
received only $2l2m four 
years ago. 

The number or countries 
broadcasting the winter 
Olympics is up from 120 at 
Lillehammer In 1991 to 160 
this year. In Japan, where 
Interest is likely to be partic- 
ularly high, more than 233 
horns will be devoted to cov- 
ering the games, three times 
the coverage in Norway 
giveu to the Lillehammer 
games, say tbe Naoc. 

In their own modest way. 
Japanese broadcasters are 
also setting trends when it 
conies to the Olympics. For 
example, this is the first 
time NHK and the commer- 
cial broadcasters industry 
association have joined to 
negotiate Japan’s broadcast- 
ing rights fee with the Olym- 
pic Committee for the winter 
games. 

Unlike In the US, where 
the networks compete for 
broadcasting rights. NHK 
and the private networks 
have formed a consortium 
and this has negotiated Jap- 
anese broadcasting rights 
with the Naoc fur its mem- 
ber broadcasters. 


Although this arrange- 
ment has prevented a bid- 
ding war from driving the 
price up. the Japanese fee 
was nevertheless the third 
largest after the US and the 
European Broadcasting 
Union. 

The events will be divided 
among the members of the 
consortium, with NHK 
obtaining exclusive Jive air- 
ing rights for about half the 
programmes and the remain- 
der being shared by net- 
works belonging to the 
National Association of Com- 
mercial Broadcasters in 
Japan (NABJ). 

The individual contribu- 
tions to the consortium is 
not revealed and NHK has 
not disclosed the value of its 
investment. But given that 
NHK has obtained exclusive 
live airing rights for just 
under half the events, and 
the five key commercial sta- 
tions must share the remain- 
der among themselves, NHK 
seems certain to have paid 
the main portion of the 
rights fee. 

Not surprisingly, it proved 
difficult to decide who got to 
air which events even in 
consensus-loving Japan. 
Negotiations over exclusive 
live broadcasting of speed 
skating, ski jump, and Nor- 
dic combined - all events for 
which Japan has a good 
chance of winning medals - 
were particularly hard, 
admits Yoshikazu Kurami, 
director of sports news and 
programming at NHK. 

After months of wr an- 
gling. the events were allot- 
ted to general satisfaction. 
By contrast, during the 
Atlanta Olympic games NHK 
and Fuji TV publicly derided 
each other over the live aw- 
ing of a volleyball match 
between Japan and South 
Korea. 

Nevertheless, commercial 
broadcasters are still 
unhappy that because the 
rules agreed by the consor- 
tium governing ihe sharing 
of exclusive live broadcast- 
ing rights do not apply to 
satellite broadcasts. NHK 
can also broadcast events 
live on its satellite channels. 

Until recently, satellite 
broadcasts were not a signif- 
icant force in the market but 
with more than Him house- 
holds now subscribing to 
NHK’s satellite services, 
commeptial broadcasters are 
increasingly finding them a 
threat. While NHK has 
agreed to refrain from broad- 
casting all events live, it has 
launched a massive publicity 
campaign advertising the 
fact that events will be 
shown on its satellite chan- 
nel. 

The situation is likely to 
become even more compli- 
cated at the Sydney Olym- 
pics in 3000. since, by that 
time, the commercial broad- 
casters could also have their 
own satellite channels. The 
current agreement is there- 
fore. likely to have to be 
revised in tbe near future. 
Mr Kurami concedes. 
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6 THE WINTER OLYMPICS NAGANO 



High-tech training: all efforts are being made to ensure no technology problems 

THE FIGHT TO HOST THE GAMES » by Gillian Tett in Tokyo 

Mr Yoshido 
sets the pace 


The initiative 
came from local 
government 
officials and 
business leaders 

When the International 
Olympic Committee tIOC) 
announced in 1991 they 
would award the 1998 Winter 
games to Nagano, a US offi- 
cial from the rival Salt Lake 
City’ contender made a stri- 
king comment. 

“We did not lose out to 
Nagano," he is reported to 
have said. “We lost out to Mr 
Yoshida.” 

The man in question, 
Soichiro Yoshida. a Nagano 
businessman, does not 
entirely agree: in keeping 
with traditional Japanese 
ethics of modesty, he insists 
Nagano's victory was a team 
effort 

But the role played by this 
50-year-old entrepreneur has 
some wide-ranging implica- 
tions. For the complex and 
colourful story behind the 
games reveals not only some 
of the worst aspects of 
Japan's traditional manage- 
ment style - but provides 
hints about how the country 
is slowly changing. 

In 1972. when Japan first 
hosted the Winter Olympics 
in the Northern Island town 
of Sapporo, the question of 
who should organise the bid 
and the games themselves 
was clear. In Japan's post- 
war economy it was the 
bureaucrats who were in 
charge - and. consequently, 
government officials 
assumed the organising role 
without question. 

But by the time Nagano 
first started to make its own 
bid in the heady days of the 
19S0s' “bubble" economy, the 
climate had shifted: the ini- 
tiative for the bid came not 
only from local government 
officials, but from business 
leaders as well. 

Oue of these was Yoshiaki 
Tsutsumi. a tycoon who 
runs the Seibu business 
group and was once named 
as one of the world's richest 
men. The other was Mr 
Yoshida himself, who is 
president of a 131-year-old 
group of companies that 
owns 70 gas stations, 40 Ken- 
tucky Fried Chicken outlets, 
and a Pizza Hut in Nagano. 

The fact that two such 
entrepreneurial businessmen 


were pushing for the games 
was in itself a controversial 
matter. For in a country 
where business and govern- 
ment has often been incest u- 
ously intertwined, their 
involvement immediately 
aroused suspicions of mal- 
practice. Indeed. Mr Tsut- 
sumi was eventually forced 
to withdraw, after protests 
that he was trying to use the 
games to boost his business 
empire. 

But Mr Yoshida then 
entered the fray. The 
Nagano authorities 
appointed him as an official 
international lobbyist for the 
bid. And the English-speak- 
ing Mr Yoshida. who studied 
in the US. attacked the task 
with zeal. 

“The way we made the bid 
was unusual for a Japanese 
organisation. I was 
appointed as a kind of “Mr 
Nagano' to promote Nagano 
in the international field.” 
he explains. “The problem in 
Japan is that we do not have 
many communicators. We 
axe not used to getting the 
message across like in the 
US." 

Mr Yoshida was certainly 
tireless in his own communi- 
cation efforts. Between 1988 
and 1992 be spent more than 
200 days travelling to 80 
countries, meeting all 92 
members of the IOC commit- 
tee. 

Meanwhile, the Nagano 
authorities spent Y2bn pro- 
moting the bid. Almost half 
of the IOC committee was 
flown to Japan to view the 
potential location. And when 
the final selection was made 
in Birmingham in 1991, the 
delegates were overwhelmed 
with free sushi. 

Such activities were not 
without controversy. In 
Nagano itself, the campaign 
provoked hostility from 
some local residents, who 
argued that environmental 
and community interests 
were being sacrificed to busi- 
ness greed. And Nagano's 
rivals, which included Salt 
Lake City CUS), Ostersund 
i Sweden). Aosta (Italy) and 
Jaca (Spain) complained that 
a “bubble era” Japan was 
trying to “buy" the choice. 

But geography may have 
counted as much as cash. 
When the final vote was 
taken, many oE the LOC 
admitted that they were 
uneasy about offering the 
bid to the US since Atlanta 
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had been chosen to stage the 
1996 summer games. Conse- 
quently. Nagano won by a 
narrow victory of 46-42 over 
Salt Lake City. 

But the controversy did 
not die down. Once prepara- 
tions got under way. the alli- 
ance of businessmen and 
bureaucrats came under 
strain. And a series of farci- 
cal logistical bitches 
emerged, including the infa- 
mous dispute over the 
length of the downhill ski 
race. 

Some local officials and 
residents blame this on 
“meddling" by business and 
complain that Mr Yoshida 
has simply used the games 
to further his business inter- 
ests. 

Mr Yoshida, though, hotly 
disputes this. He argues 
instead that the real problem 
was that Japan's traditional 
system of decision by con- 
sensus - and government by 
bureaucracy - was not slick, 
flexible or fast enough to 
cope with the complexities of 
modem sporting games. 

“What happened in 
Nagano reflects what is hap- 
pening across Japan." he 
claims. “We have got this 
so-called 'Japan' system 
which we have had since the 
war. But we need to change 
it to cope with deregulation. 
The real issue is that we 
need to get up to global stan- 
dards in our management 
style.” 

“In Atlanta, the initiative 
came from the citizens and 
private sector, but here in 
Japan it came from local 
government," he adds. “I 
don't want to criticise the 
bureaucrats, but with more 
assistance from the private 
sector it could have been 
better managed." 

It is a line which is viewed 
with sympathy by many in 
the International Olympic 
Committee, who have been 
repeatedly frustrated by a 
variety of logistical hitches. 
Whether it will be accepted 
by others in Japan remains 
unclear. 

But the battle could soon 
be repeated. Osaka. Japan’s 
second largest city, is 
already considering making 
its own Olympic bid. 
Whether this will be success- 
ful remains far from clear. 
But it could vet provide 
another intriguing test of 
how much Japan is - or is 
not - actually changing. 


Ask sports fans to identify 
the characteristics they 
associate with women and ■ 
ice skating and they will, 
more than likely, talk of 
grace, poise and beauty - all 
qualities embodied by 
Olympic figure skating. 

But there is an area in 
women's skating where 
snch attributes b3ve no 
place and are more likely to . 
be replaced by raw power 
and burning stamina - speed 
skating. The American 
short track speed skater . 
Bo nnie Blair, winner of five 
medals in three Olympics, is 
as unlikely to perform a ; - 
double toe-loop as she fcs to 
give up her ambitions for 
Nagano. 

Conventional speed 
skating pits athletes against 
the clock, with technique 
the vital component of 
speed. Short track, by 
contrast, is face to face - 
four athletes out of the 
“blocks" on a gun. with the ‘ 
winner the first past the 
post. 

Short track is not pretty 
but it is as exciting as the 
track and field events at the 
summer games. It is all 
about power and staying 
upright A 500m short track 
race is a blur of action: the 
gun sounds, the competitors 
sprint (as far as it is 
possible to run on ice, in 
blades) for position at the 
first bend and spend the 
next 40 seconds or so trying 
to pass one another before . 
lunging for the line. 

History suggests two . 
things will happen in such a 
race - it is most unlikely all 


. four- racers will finish and, if 
it is an Olympic final,' that' 

Ms Turner will have wan." . ■■ 

Taking the 500m gold when 
short track skating madktts •' - 
Olympic debut /at .the. 1992 V ; • 

■ Albertville" games, she £ ? Ja 
promptly retiretLShe .% 
returned to. the, fray. far" the' ' . : 

1994 games in Lfllehammef, , v 
won again and -retired^ ; 

■ again. . . /r ; . ? ■. ' 

But true io fonn, Ms - ™ : \ 

Turner is back and has tier 
sights set an a hatTtrick Jn - : ;- . 

Nagano. It is fair to say that 
she has not come this farV ^-v 
without winning some ‘ ^ 

enemies along with her J •. - -,t-_ ¥ 

medals.. Short track' is h.” 

close contact event and a y if'*-' ^ 

behind every winner thfire^T Is*’ Jl: 

is a trail of disappointed^ 
and disgruntled, - ; V; ‘ ; 
challengers. 

And never more so than - - 
when that winner is Ms . 

Turner. The Americans 
medals from the Albertville, 

• games marked Ms Turner ds 





M-wnr© staatum, sneof . Naganps a mdstagvi -vwmtH. fflW 
-skater around in » * Si accdsatfons df ^ferty. 

: j; - V r- . ; . 



came laced with vitriols . . ‘ - outside ttfcliheh thejgmjiL; ,;'^ _ 
most of it from her fellow .. Zhang immediately^ -, r > pfised^sheTSald. -*T 

racers. - protested daSmingTprdro^ ^^g . ifl^ .i^nCj^^life. I 

Canada’s Nathalie V had *p-abbed h€r leg^‘ she’V^‘^ 

Lambert tussled with Ms *. passed, butthe victory ^©.credit 

Turner to a heat came off ^V-' 

worse and claimed the ' disgust |n words; Zhang '/.rr.'^lme^icq's team leaderTat 
American was turning the • cboseactioi^frfrnihgb£r,-<>l^^ — - <• 
event into roller derby. “It’s . back oftTttrner at themedal^&O „ . w ^ 
better that I didn’t Iook'at. ceremony, throwing her ' to 

her after the race because I . - flow ecp on fire ice and; ' 

would have punched her on leaving.tbe podium before 


fViVtahori 

" Fee-tier part Turner 


the nose.' 

Instead. Ms Lambert stuck 

with verbal-blows, branding . j, . ^ 

Ms Turner the dirtiest - protest anddeBant against ’ ( - 


to what's going oh-",- . 

If her rivals should have, ... : 
known to expect tbe j 
unexpected from Ms .Teiruei-. . 
A huge but uncoached • ... 

talent as a youngster 
Hilton- New YoriCMs ^ - 
Tumer left the sport to : t . 
become Niki NewtetnA-a 
singer and songwriter.' 

Unable to find herself cm ,fbe 
road, she was treated for- ... . 
clinical depression 10-198^-,^ 
emerging to cake her- first- *- •> 

. medals at the Albertvifle :V*' 
games before retumii^to, , 
show business with the fce' > 
Capades. theatre on ice; • 7 * 

Lillehammer resciMCfcti^. 
when the show opted Cmtl'w* 
cartoon characters rather ■' y 
than CHjTnpic champicals £ S 
but when the dust and giary- 
settled down she returned to 
a quiet life as owner of a . 
gym. ’ . ‘ 

•' Her return to the ‘fray , . ’ ‘ * .. 
and the commitment ... 
required to become an " - •; 
Olympic athlete agafruat 2B • 
years old confirms what her 
performance four years ago- »’ 
hasaJreadysuggerted- - 
Cathy Turner is short track 
skating's ultimate' 
competitor. As she 
contemplates joining, or. ; 
stspassixig. Ms Blair’s ;" ‘ "; 
record as the American. with, 
the most Winter Olympic : ' . 
medals ft is an impression *; 
that Ms burner endorses. ‘ V . 

“When I look into my i v~ ; 
heart and ask myself what I- 
am, the answer 1 get is thal. ; 

I am an athlete." sbe saysl > . 

Matthew 




HIGH-TECHNOLOGY • by Hmiko Terazono in Tokyo 


Emphasis is on competence 


Nagano wants to 
avoid Atlanta’s 
hitches, so there 
are back-ups for 
back-up systems 

Although billed as the 
“high-tech Olympics", the 
true slogan for the Nagano 
winter games which the 
Games organisers secretly 
uphold is: “Don't repeat 
Atlanta." 

While the sporting events 
at the Atlanta Games were 
deemed a huge success, the 
communication technology 
and transportation glitches 
prompted a wave of criticism 
from journalists, athletes 
and spectators. 

Electronic blackouts and 
systems breakdowns caused 
a long delay in the release of 
competition results and 
other information causing 
confusion. At one point, the 
information system at 
Atlanta - Info '96 - touted 
as the state-of-the-art, noted 
that 36 weightlifters in the 
64 kilogram division had set 
Asian records. 

The transportation prob- 
lems, where the official 
buses driven by volunteer 
drivers who often got lost 
and caused traffic jams were 
also a huge embarrassment 
for the Atlanta organisers. 
The traffic situation became 
so bad that the athletes were 
missing their events. Mat- 
ters came to a head when a 
group of competitors 


hijacked a bus when their 
scheduled vehicle failed to 
appear on time. 

These sorts of incidents, 
say the Nagano organisers, 
will not be repeated. “There 
are back-up systems for 
back-up systems," says 
Hideo Sato, deputy director 
of technology at the Nagano 
Olympic Committee (NAOQ 
who Is in charge of the game 
results. There will be an on- 
line games results system 
which provides . real time 
data and a commentator 
information system which 
will offer athletes’ biogra- 
phies and world and Olym- 
pic record information to 
sport commentators. The 
information can be retrieved 
from Info '98 terminals 
which will also provide 
transportation information, 
programme information and 
weather updates in English. 
French and Japanese. 

The information system 
has been tested and retested 
several times with a two-day 
session held at the end of 
last year. Officials are confi- 
dent that the system prob- 
lems of Atlanta will not be 
revisited. “The test went 
very well." said Nobuyoshi 
Sasagawa, NAOC's deputy 
director general in charge of 
technology. 

To avoid the transporta- 
tion problems, the NAOC 
has put a transportation ser- 
vice system into place. To 
ensure that the athletes and 
officials arrive at events on 
time, infra-red sensors have 


been installed along, the 
main roads and' in offic i al 
vehicles to adjust traffic sig- 
nals. Satellite and radio tech- 
nology will help the gather- 
ing of traffic information to 
a centralised control room. . 

To ensure that people- 
remember “high-tech 
Nagano” the organisers have 
made sure that there is no 
shortage of high-tech giad- 
getry. Security systems at 
the Olympic Village’s rifle 
storage room will be kitted 
with an iris scanner. Com- 
petitors who need a rifle will 
have to have their irises 
scanned which will then 
match them with those on 
file before opening a lock. 
The doping control room will 
be secured with new technol- 
ogy to simplify identification 
by fingerprints. . ■ 

Advanced technology will 
also be used to detect drug 
use. say officials; the "Dop- 
ing Control" equipment will 
use a mass spectrometer 
with gas chromatography. A 
metalised gold quadrupole 
which will use the latest 
technology to ensure sensi- 
tivity and ability different!- . 
ate substances will be ' 
employed, they point out. 

The Nagano Olympics will 
offer video on demand, “far 
the first time in Olympic his- 
tory,” says the NAOC. Ter- 
minals will be available in = 
various plaues . around 
Nagano city and Olympic 
venue areas. 

Matsushita, a leading elec- 
tronics maker, meanwhile , 


has set up 23 giant high reso- 
lution screens. Microphones 
embedded in the ice of skat- 
ing related grants including 
. 40 in the speed skating track 
and six in both liie two .ice 
hockey arenas are put in 
place -to 'add sound to the 
visionary high-technology. 

- ' High-vision digital broad- 
cast technology,, which after 
great fanfare in the early 
1990s has failed to take off 
among ordinary consumers, 
can be experienced ", in 
Nagano. Shoppers at Oie 
Tokyu department; store can 
watch live 3-D high-vision 
footage of- events such as 
cfratrnfr mid ski jumping. 

. Other gadgets supplied by 
sponsor companies include a 
high-quality video camera 
and slit video which uses 
semiconductor memory for: 
the timtng sy st e m and tfrnp 
boards by Seiko,, the watch 
maker, watdh-size mobile 
phones, by NTT, low energy 
and environmentally 
friendly electric vehicles by 
TOyota and the world’s first 
canned motor cooling sys- 
tem which - uses. . advanced 
ammonia evaporation tech- 
nology to create high Quality 
ice. Tokyo Gas has created a 
control mechanism to adjust" 
the Olympic Flame, which 
the organisers have had 
trouble- in keeping alight 
The most difficult aspect 
in managing the technology 
for . the Games, says Mr Sato, - 
Is to balance the use of new 
technology and those of 
existing ones. JfTheisppnsors, . 


of course, want to publicise 
their cutting edge technol- 
ogy. but they may not be the 
most reliable and hence sett- 
able for the Games,” he says. 

1 Gettfogthe mix right - satis- 
fying the sponsors while 
assuring reliability - is the 
’key. 

For net surfers, there Is a 
wide range of web sites offer- 
ing information of the 
Games, the cultural and his- 
torical background of 
•Nagano and shopping sites 
for official sweatshirts and 
caps: 

• http://wwwjaagano.olym- 
pic.org/: The official Nagano 
home page. The NAOC 
boasts quick updates of 
information thanks to its 
high speed capacity server. 

• http://www.olym-. 
picJbmcom: A site created 
and maintained by IBM. it: 
offers basic schedules and 
maps and links to other web 
sites. 

• http:// www.s nowcountry. 
com/racers/jacoby.html: 
Information on snowboard- 
ing, which will appear for 
the first time as an Olympic 
competition in Nagano. 

• http://209.29.37.l94/plym- 
plc9.html; A shopping site 
for the Winter Olympic 
sweatshirt 

• http://www.jnto.goJp/ 
OLwhatsnew/Nagano.fld/na- 
gano.html: Sponsored by the 
Japan National Tourist 
Organisation, a comprehen- 
sive overview on how to go 
to the Games, and a list of 
^sports programmes. - 
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THE ENVIRONMENT • by Paul Abrahams in Tokyo 


The bio -debatable games 


The desire to pay 
homage to nature 
caused much 
friction between 
organisers 

From the very start of 
Saturday's opening cere- 
mony. Nagano's commit- 
ment to the environment 
will be apparent. The doves 
released to symbolise peace 
will not be live animals, 
which would not survive the 
cold of Nagano, but will be 
helium- filled and made of 
plastic. The plastic will be 
bio-degradnble. of course. 

Nagano is rightly proud of 
the efforts the region has 
taken to protect the environ- 
ment before and during the 
Olympics. "Homage to 
nature" has been one of the 
three goals set out by of Mr 
Makota Kobayashi, director 
general of the Nagano Olym- 
pic Committee (NAOCi. who 
points out that protection of 
the environment is in the 
Olympic charter. 

From the official nylon 
staff uniforms which can be 
recycled, to the plates used 
by the athletes - made from 
leftover apple pulp - NAOC 
has made every’ effort to be 
environmentally friendly. 


L 


The problem is that envi- 
ronmentalism has a cost. 
Besides “Homage to nature”, 
the three goals of these 
Olympics, as set out by Mr 
Kobayashi, are “Participa- 
tion of children" and “Festi- 
val of peace and friendship." 
Curiously, there is no men- 
tion of holding a successful 
sporting event. 

Indeed, the desire to pay 
homage to nature has at 
times damaged the peace 
and friendship between Mr 
Kobayashi and the Interna- 
tiona] Ski Federation fFlSi. 
The run up to the games 
were marked mostly by a 
huge row between the NAOC 
director general and Marc 
HodJer. FIS president, over 
the route of the men's down- 
hill. 

This row overshadowed 
the strong environmental 
record achieved by Nagano 
in the build-up to the games. 
But Washin Machida, presi- 
dent of the Nature Conserva- 
tion Union of Nagano, a 
local environmental group 
with 20,000 members, points 
out to the environmental 
successes. 

"Nagano prefecture is 
renowned for its natural 
beauty, “ he says. “But it is 
gradually being destroyed. 
One of the reasons Nagano 


won the games was that the 
bidding committee took on 
board the need to have an 
environmental policy as part 
of its marketing programme, 
so that the effects of the 
games on the environment 
were minimised." 

Specific examples of good 
practise include: 

• The original site of the 
downhill was going to be on 
a new skiing slope specially 
created at Mount Iwasuge in 
Shiga Kogen. near Yaraacou- 
chi Town. “We persuaded 
the bidding committee that 
this would damage the envi- 
ronment as weli as the 
chances of Nagano winning 
the games. So they moved 
the races to existing 
courses." says Mr Machida. 

• Similarly, the site of the 
biathlon was shifted from a 
location near Hakuba after 
goshawks and buzzards were 
found nesting near the 
course. The cross-country 
course there was shortened 
after nests were found 
nearby. 

• The luge and bobleigh 
track, known as the spiral, 
was designed to avoid signif- 
icant alterations to tbe ter- 
rain at Iizuna Kogen. It is 
the first in the world to 
incorporate two uphill sec- 
tions. The newly-invented 


indirect cooling system uses 
one sixtieth of the ammonia 
used to cool the track at the 
Lillehammer games. 

On occasions, these envi- 
ronmentally-inspired 
changes were welcomed by 
the athletes and sporting 
bodies. Chris Thorpe, the US 
world doubles champion, 
believes the second uphill 
section, which involves clim- 
bing 12m over a distance of 
123m. made the course par- 
ticularly enjoyable. “There’s 
a lot of turns and it's fast. 
There are some tricky pans, 
but it's a lot of fun," he 
claims. 

But despite such suc- 
cesses. the impact of envi- 
ronmentalism will be chiefly 
remembered for the row over 
the men's downhill. Marc 
Hodler. president of the 
International Ski Federation, 
wanted the start or the 
course at Hnppo-one to be 
raised from 1680m to 1800m. 
Otherwise, he argued, the 
course would be too short to 
challenge the Olympic ath- 
letes, taking only about 90 
seconds compared wtth the 
usual lmin 45secs. 

Mr Kobayashi disagreed. 
He said that locating the 
start of the race higher 
would mean the run passed 
through a national park. The 




race could damage the envi- 
ronment and possibly ruin 
the habitat of one rare and 
one endangered butterfly. 

These arguments held 
little weight for Mr HodJer. 
He explained that no build- 
ings would be put up within 
the national park - tbe 
starting gate could be an 
igloo built of snow. Besides, 
why could 70 competitors 
not race down a slope on 
which 160,000 recreational 
skiers enjoyed every year? 

NAOC reacted to this 
argument by proposing to 
ban all skiing on the piste. 
Mr Hodler threatened to pull 
all skiing events from the 
Olympics. “We may pull out 
of the games and have no 
skiing at all not even jump- 
ing, not even cross-country - 
nothing. If they want to kill ■ 
skiing here, ive will go 
away," he was quoted by 
two m- ws wires as saying. 
For his part. Mr Kobayashi 
threatened to resign just 
three months before the 
games if the start was 
moved higher. 

Mr Kobayashi and the 
environmental pressure 
groups were on shaky scien- 
tific grounds. Tbe Nagano 
Nature Conservation 
Research Institute's own 
report concluded that there 


were signs of. erosion at the 
site. But it could not decide 
whether . the damage was 
caused by natural erosion, 
skiers or summer hikers. 
Than was no evidence that 
the recreational skiers had 
caused damage, let alone 
that the 70 racers would 
endanger the butterfly’s hab- 
itat on their four runs. 


“There were, damaged' 
rocks and -trees, but .’you 
could not conduda the dam- 
age . had necessarily been 
caused by off-piste skiers,” 
concedes Mr Mochida. “But 
there was a . strong possibil- 
ity that was the case. Skiing 
should not : be allowed * 
there." ‘ 

in the end, -the start vrks 


moved to the compromise 
. height of. 1765m, Aithougl 
the .-racers will pass tbroug] 
a short section of the park, ; 
jump .means they . will p a * n 
over another section. Mi 
Kobayashi,- who clearly Los 
and was- deeply humiliated 
somehow, failed'. to resign 
The race, was lengthened bj 
about .Iff seconds., r ->•• 










etenci 






• - «*. *v 

0 /- A.;; 
fi* fr ■r~' m 

§' • WL 
r-^ Jjl? 


Three new events haw ; 
been added to th$ ro§t^ 
taldn^ die gold Bftedal 
tally fo 68 “ - 

With tha laeluaioq o f pgrfipg, ... 

snowboarding and wqtnea^ hockey . 
to the list of ^porttatWi^ gt to* jstfr 
Winter Qlypipiag, th$ ga^e§ we 

An estimated 3*40() athletes frees. ft} 
county will eengete at NagSStefw 68 
gold medalg - afipstgi e$eh gate&wy, 
The ad&ticgi of three $i%W WiU 

beimfit the ujterpatteitfQ foderatotos of 

each ®er| a®d ffee iatgFaa^ai&al - 

Olympic Committee (19©-. 

IOC recognition is g Yah«l&te:ptos for 


before the games get under 



'8W«wp«^tj^5EK?rte teteraitea - 

i3 §TgBte^ effljy vfar a fang 

. flrtfcwl Qse fas* route fop 

offteWQiyjgpfo statu* Wgs 
wfifi!? ^gy a* *8 axhfettteB 
ep^- Tfc| v&m «?as dhpw.ttnwd 
^ to* Byrft to aasad affWBa 

Bames-te m - • .. , 

ORw?stiy. Rje rooeedtiap te v*tod 1 

for a tiwrirow frW m& tws. 

f«U roraggHtea eas te granted, 

IOC'S lj«®ea^ar espt&ttiw. tooludtas . 
tis^rert&a# toiaa AsHfote SmwMetv 
fpvnr viee^Fesidepts.spd art others 
approve hew dterirtfees a* events 
between Olympic punea, hot only the 
foM UQ-raember ssasiw of the IOC eao 
VOfePBtteetaeluaianpfapewsipdpt. 

^9 criteria for conferring Ots?m*iP 
status ew differ enonopoely between 


evBRta, «tfs ©ib«1 MR the 

stporte director off the IOC. 

“fflto wociaa’s toe hoefey, the world 
cha^apwiskWps momtwed And 
found be to rattefertary, Therefore it 
we? a matter of equity t$tmes ®$r 
and women. But m aaawboartifof's 
ease it wagped«?jpwnmityte 
srewotf a rising awt with 
tremendous appeal With owrlmg. 

interest has been graving and wa lifo? 

the way it baa Wa developing," wya 
Mr Fell!- 

He says the iqc approach to 
setertitM involves a practical, rather 
than a business-like, approach, adding 

that sports such aa women 1 ? ice hockey 
and ewhns do pot, for the most part, 
generate a great deal money 
worldwide. “There are objective 


criteria to be met. For example, a 
Winter Olympics sport must be played 
W 25 countries- Subjective criteria can 
toriwte a recognition of the sport being 

widely played and a general 
appreciation For its form.'’ 

The IOC receives many requests by 
sporting bodies eager to attach 
themselves to the Olympics to reap the 
rewards of international exposure and 
an association with the world's most 
highly regarded - and visible - 
sport mg movement. 

“Ivory time a pew sport is accepted 
for g future Olympics. " says Mr Felli, 
'■development af that sport grows 
faster around the world and more 
countries, become involved." 

In wife of this, some pockets of 
resistance «w develop-. At first. 


Scottish curlers argued that the 
enormous amount? of television money 
generated by the game* would never 
make its way back to their sport and 
that curling had more to offer the 
Olympics than visa versa. They voted 
a gains t taking part, a measure which 
was defeated by other countries. 
Ironically, curling is now the UK's best 
chance for Olympic gold at Nagano 

Meanwhile, in moves to boost the 
proportion of female participants in the 
Sydney 2000 summer Olympics, women 
athletes in pentathlon, waterpolo and 
wei ghtlift ing will be allowed to 
compete for medals for the first time. 
This will boost female participation if 
a record 42 per cent. 

And international sporting 
federations representing sumo 


ivivstlin," npii-oh-riri/U'. tti-.r.-'.v’vfo' 
racing ,trH body huiktoi- .t.;\ ,-: be-.-.} 
encoitra^ed m :t.. ; >{ Xi : re.- joC 

has, crantBi! pro’. .-• ■:/.ii:!:..i for 

ihc-ir tpriitf. .\i,.re tr, :-.-. • .* 'rii 
lOC-recOgnisA-i*. i", .:•> !• ,\ 

current is t.: tr--.- > «;s mpi.-s. 

includniy v-lt. s. >-.-.! t 
liancuig ai.ii 

“The CMiili i' V -i’ ii n- Si ii. , u< ^ ,.;n -ri-.- 
lio'di coal! .-.|‘..ri*. - •; v ;.:“. 'jii. »■- nr.,ij. 
an 01) moic i.tiihi - - ’.i : " - -> . ii's: 
direvi-:*r Fra:-. ..ii t , u.Y..r,. 

‘ Recognuii.n J-.-rr-:.: : r. :.v.s,.r!ly uivj:: 
they nil! go nr-, ihe < »:? i?*; ,. 
programme. And >.e. ■■•.!!. ~i-.i 
fe<iejat;*.*iis tii> i,».i i<* 

be un the U! pri.j ■•. * : ’ ■•■.*•■ ' 

Cathrxmi Atkinson 


CURLING • by Gstthryfn Atkinaeio 


from medals 


Curling is. a 
gliding game 
likened to playiiig 
billiards on a 
40-metre iee table 

Legends say ft aj Q befqi og 
frozen Ipchs agd pond 5 ift 

the 16th century, when Sogt-. 
tlsh farmer created 8 |^d- 
in g game tq while aw^y tha 
long waters, tte pecepr 
tance as a 
medal sport at the 
Games, cufltag (eapg igtq 
the i^bi^uLtiQn agq ~ nRd H 
remaifis to be seen if it. will 
reap all the benefits that Gap 
cpnie front international 
exposure. 

To the unipitiatett ewl- 
tog’s sporting equipment - a 
42-po\md rounded^ Relished 
granite “atope" apd ; tvfh 
nylontpadded ^brog^b'' - 
are object^ tfeat hini at the ' 
bizarre. But they eeanbhte te 
create a sport that, at the 
interna tipnal Ievek reqUffes 
great concentration, a bi- 
level qf expertise and 
erable Phy?ieaS fithasa, 

H ft is Uke playing httHarta 
on a 4Q-me^g table/ gaya 
Norway's pprdi Nwdhy, 8 
twO'tttoe woman's. wqrW 
champioh. 

The aim of tha paffle is to 
get ^stope to ghfla a ' 
flat stretch of iw to a tweet 
iso fed away, Wst bowte, 
opponents attempt to fcaeefe 
the rtval team's 8te®es wx oif 
the target area, WBlihe 
bowls, team, mowbew 
engage to what appear to be 
furious formation brushing 
with brooma an. the tee, to 
front of the moving 

Team membda frantieany. 
sweep the ice to reduce frie*' 
tion and ease the. muyonGnt 
of the stone, "tf you %TO 
really good, you can get ttte 
stone to go about tour 
metres farther than it wqu] 4 
have otherwise gone," says 
Ms Nardby. 



Sweden's n»»n tve expected to take the sihmr medal 


. a teato or "&ip v , 

^iroGte three teas mates 
esDed the. Firei, tfee S^ind 
W.dtoe T^rd = an whi^e to 
pigea their photo and bow to 

aweep, oaptata step reto 


ties af the 

during a gato& each tosrn 
teetohar dahvare tour atosea 
m ei0!t to w ^ads M of g 
game, To dehw toe etoee, 
awiato tort to 'too 
bask" ” Xm bteete irt to toe 
iee, Theto hrttong their 
hreete tor ba^nee, 

up toe Bteue, aud swing to 
ustos toe force «f toe swteg 
to §i«e togetoer tewestos a 
ltoe. a®eas the lee * toe 
seiaraf whl«h toe rtooe 
west be reteMed. m.ewl- 
ert teaaiuate* are wspesfr ; 
hie tor pStetei. toe tea to 
treat of toe atone ertto toe* 
br«Bas». thereby maSsg toe 

torew gb<je fiffther gad te as 1 
straight a line ea uoastote 

Pntoteare wwed tto^toe 
stone enters to® toere’^Bged 
tarart or toeuseVto^efoser. 
to toe-ewtre toe higwr toe 
poteto, Buring its turo; toe 
opportag tefon can kneels a 
atone away from toe centre 


of the house - and away 
from the point?. 

F “-Players em phasise that in 
this sense, curling is very 
much a game of strategy, 
like chess. 

‘‘Magy things have to be 
foken into consideration dur- 
ing a game, which normally 
tofts up to three hours," 
rtys Bhbfites Oryburgh, skip 
Of tfee UK men’s curling 
team. "When yon line up a 
HUtt to seif you have a 
rough idea of Where it's 
89tog.to go and ft's the same 
Withua . . . .1 ha^e to keep a 
mantel picture of the 
nuaaoes. the nooks and ergm 
ntes «n toe surface, 

. i Tf TO*re trying to place the 
Stone tech perfect. It's as 
d ten a nd tog mentally as it is 
physically, ft's like sitting an 
ayam and I am fairly tired 
by toe end," 

-Curling has beep shown as 
an exhibition sport at four 
Olympic games - toe first in 
Ute 192Q?. The game's 
Slower, more methodical 
pace has meant that curling 
Has not attracted toe same 
international interest in 
recent decades as more tele- 


vision-friendly Winter sports 
like ice heckey or downhill 
skiing. The contrast is most 
stunning when it is com- 
pared to the spectacular pro- 
gression of snowboarding, 
also a new medal sport at 
Nagano, which held its first 
world cup only eleven years 
ago. 

In trying to estimate the 
appeal of toe game, as well 
as ita future potential, one 
word comes to mind •= Can- 
ada. When Calgary hosted 
the 1988 Olympics, curling 
was largely a littledmown 
fringe sport in Canada, 

Today, close to a million 
amateur and professional 
players are Involved, ensur- 
ing it surpasses in popular- 
ity other Olympic staples 
such as bobsledding or ski’ 
jumping. During the recent 
Olympic trials more than 
2.7m Canadians watched 
Sandra Schmirler's team win 
the women’s final. Several 
tournaments, or "bonsplels”, 
carry prizes of C$100,000 
($68,965). In contrast, toe UK 
team was recently told it can 
expect £20,000 ($33,400.00) in 
national lottery grants to 


assist its bid fur Olympic 
gold, though it was uncer- 
tain a* to when the team 
would receive this stipend 

The director of competi, 
tions for the Canadian Curl- 
ing Association Mid a former 
international player. Warren 
Hansen, sgya curling's 
future expansion depends 
largely op how world televi- 
sion takes to it at Nagano. 
He is disappointed that CBS, 
toe American television net- 
work that won Olympic 
broadcasting rights for the 
US, has no planned coverage 
of curling in its current 
scheduling: 

Tor curling to reach a sta- 
tus like PGA, the US has got 
to be a part of it The Olym- 
pic involvement is toe only 
thing that can bring that to 
curling. Credibility is a prob- 
lem we’ve had all along.” 

The Kazakoshl Park 
Arena, first used for eques- 
trian events during toe 1964 
Tokyo Olympics, is the 
venue for curling, and win 
he turned into a swimming 
pool after toe games end. 

The Nagano Olympics will 
feature 16 teams from 
around toe world - eight 
men’s teams and eight wom- 
en’s, Favourites for the 
men's gold are Germany, fol- 
lowed by Sweden and Can-: 
ada in silver and bromie 
respectively, Ms Schmirler's 
Cana.dian team are the 
favourites for women's gold, 
followed by Sweden and Nor- 
way in the silver and bronze 
positions, 

But in many ways the pos- 
sible results remain wide 
open. In men's curling, toe 
Swedes are the current 
world champions and the 
Germans are the European 
champions. Some say the 
Canadfoa men we ateo toe 
favourites. The outcome 
seema likely to depend on 
toe Inch of the day. to many 
ways, curlfog itself is hoping 
for similar hick. 


SNOWBOARDING • by Fiona Graham. 


Rebel with a touch of colour 


The younger 
sibling of skiing 
could turn into 
one of the best 
spectator sports 

This month a spurting rebel 
comes of age. Saqwbiterdlng, 
long seen as the anarchic 
younger sibling of Skiing, 
will receive the ultimate 
sporting validation - its fi rst 
entrance into too Olympics 
games. 

The decision has delated 
many in the sport, “Th e fort 
that snowboaitifog has made 
it into too Olympics ia Just 
overwhelming 1 ." says Betsy 
Shaw, 29, a veteran snow* 
boarding competitor. “I 
never thought ! would w 

pppw boarding cotoe tljte for 
in my career-” 

And It will almost cor* 
talnly add a new touch of 
colour and drama to Nagano. 
an d could provide some of 
toe best spectator .viewing of 
toe gmnes, 

But fitting toe unconven- 
tional world of snowboard- 
ing into the regimented 
Olympic universe may not 
be an entirely easy task. 
Indeed, toe process of. get- 
ting the sport into the game® 
in the first place has already 
thrown up a cauldron of con- 
troversy, 

Snowhoarding has . only 
been around sines the. mid* 
1960s, when ft first emerged 
in the Michigan area of fche- 
US. And though the first 
competitions were held to 
Vermont in toe early 1980s, 
the first World Cup took 
place as recently as "1987- : 

put in tha last two decades 
it has expanded dramatic- 
ally. Hanno TretadI of the 
international sw Federation, 
for example i believes tost 
snowboard ora will outnum- 
ber skiers on the slope s 


within s& years, Many wert» 
wn reaorts are already 
reporting tost mere toga W 
percent of lesson? oSwed to 
begburera are for snowboard- 
tog, 

This growth has not been 
without controversy- to too 
eariy days snowboarding has 
often reveled to its "rebel” 

. afr: while aJatere wore tight 
neon frousere, grwwhoardera 
outfitted ihomselves to 
brawn and grey trousers as 
.tags? as they could fisd- 

And many sHUere atlll 
regard them with honor, “I 
have been thrown off more 
att areas than moat people 
Haw been te L " jokes Sfovl 
Grave**, > professional 
hoarder, 

But with the sport's “cm*.. 
sumer baw boomtoe, it baa 
started to become toe busi- 
ness « making it toereaa- 

toely hard for toe tHytopies 

to ignore. And Whan applica- 
tions ware made to. include 
the sport tn.toe 
was accepted straight late 
toe Oiympte without going 
tbraugb the normal proefr. 
dure of being a demoortra 1 
■ tkaaport tort*' 

But toe rebel, elemwt has 
hot disappeared. The sport 
has traditionally rallied 
around one main body, toe 
International Federation of. 
Snowboarding. OFS)- But 
this baa recently been chal- 
lenged by another group, toe 
international SM Federation, 
(F3S.) 

This Ja because toe IOC 
only recognises pig. not IFS. 
Consequently, to toe. run up 
to the Olympics’ boarders 
were told that they must 
race to a FIS rare to compete 
into® games. 

Many boarders Immedi- 
ately mutinied.- TO. they 
enhiedi was a skiing organi- 
sation that did not under 
stand snowboard era’ needs. 

, and wa* running Inferior cto 



Mogul curflrtg; a snowbawder «t Naqano 


cuits. And feelings run 
almost comically high When 
several leading Austrian 
snowboardere wap the top 
places at toe FIS world cup 
ip yafcebitai last yew, for 
example, they aB refused to 
wear their raedajs. And 
Terje HaakonseSi toe Norwe- 
gian boarder who dazzles in 
the half-pipe competition 
recently described FIS as 
being like "Capone's Chicago 
Mob": . 

These problems are per- 
haps inevitable to such a 
young sport, and will proba- 
bly be ironed out eventually. 
And When it cornea to toe 

crunch, moat boarders are 

expected to swallow their 
politics and turn up to the 


But the controversy has 
two practical consequence! 
since toe FIS and IFS cir- 
cuit* have been vying for 
suzerainty, some compete 
tors have barely raced each 


other, making It harder to 
predict obvious medal win- 
ners. 

Snowboarding compel!' 
ttons usually feature four 
, events: slalom, giant slalom, 
half-pipe and border cross. In 
Nagano, though, only giant 
slalom and half-pipe will 
take place. 

Giant slalom is a race 
through poles that looks 
much like the skiing event, 
with the exception that in 
snowboarding toe gates are 
always set evenly to account 
far riders that ride left foot 
forward (known as "regu- 
lar"), and those who use the 
right (known as “goofy"). 

Half-pipe, on the other 
band, Is closer to too look 
and feel Of skateboarding; 
the HaU-pipo, which k a i&n 
wide pipe of snow with a 
gradient of 18 degree, is simi- 
lar to a skateboarding ramp. 
Boarders ride diagonally 
down toe pipe pulling’ off a 


variety of aerial manoeuvres 
as they get air off the lip of 
both aides of too pipe. 

to GS, toe boards are an 
hour-glass shape and hard 
boots are wore to enhance 
toe ability of the snowboar- 
ds to earve sharp turns at 
the gates, to half-pipe, 
though, fatter boards are 
used and soft boots worn to 
give greater movement in 
doing tricks. 

The present top favourite 
for toe Q8 womens* event is 
Karine Ruby, At 20. the 
French student from Chamo- 
nix has more than 25 World 
Gup wins under her belt and 
fops toe overall World Cup 
rankings. Her nearest con- 
tender is Heidi Renoto, an is 
year did German who is con- 
sidered unlikely to win this 
time but could be a strong 
challenger to toe future, 

The leading man to cs is 
Nicolas Comte of Val Thor- 
ens to France, who is wp of 
toe World Cup rankings at 
toe moment But toe Aus- 
trian men cannot he dis- 
counted. 

In toe halfpipe U is even 
harder to point to a potential 
winner because the interna- 
tional rankings have been 
changing rapidly recently as 
new boarders join FIS races. 
The present leader - Norwe- 
gian Klas Vangan - was not 
even in the top 10 a short 
while ago. Nor was the num- 
ber two, the Swede Redrik 
Sterner. And since the sport 
has been split between rival 
circuits recently, other 
unknown contenders could 
wtD emerge. 

But this may be no bad 
thing; such uncertainty 
Could add a welcome ele- 
ment of suspense and colour 
to toe games. Rebels, after 
all, might be unnerving. But 
to the case of snowboarding, 
they look set to make some 
thrilling action. 
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The US women's team beat world champion's Canada in recant exhibition games. 

WOMEN’S ICE HOCKEY ■ by Paul Abrahpms 

Goals aplenty in 
Cinderella sport 


Cm,:- '-.vc..” 


The rivalry 
between Canada 
and the US will 
dominate the 
competition 

When the puck gets dropped 
on to the ice at Nagano this 
weekend, ail eyes will be on 
the men’s hockey. And 
rightly so. This is the first 
Olympics in which profes- 
sional stars from the north 
American National Hockey 
League will be allowed to 
compete. 

But another hockey first 
will take place in Nagano. 
For the ffrst time, women's 
hockey will be a medal event 
at the Olympics. The compe- 
tition will provide interna- 
tional recognition for this 
Cinderella sport, which offi, 
dais and players hope will 
mark its transition from a 
novelty- to bopa fide activity. 

Women's hockey has come 
a lung way since the first 
women's world hockey 
championships, when the 
Canadian team wore white 
pants and pink, causing one 
newspaper to comment they 
looked like D unkip Donuts 
staff with helmets on. The 
Canadians now wear the 
rather more traditional red 
and white and are playing 
with increasing confidence 
and skill. 

Indeed, at an All-Star 
weekend to Vancouver last 
January, the Toronto Star 
newspaper said the women's 
match between the US and 
Canada was for more thrill- 
ing than a sleep-inducing 
friendly event - billed as the 
main attraction - between 
male North American 
National Hockey League 
players and European coun- 
terparts. Certainly, the wom- 
en's games tend to have for 
more goal-scoring than the 
men’s matches even if shoot- 
ing accuracy is not yet fully 
up to scratch. In a three-na- 
tion tournament last Decem- 
ber, Canada averaged seven 
goals a game against Fin- 
land. 

The intense rivalry 
between the Canadian and 
US fpaws will dominate the 
Olympic competition, other 
teams are unlikely to get 
much of a look-in. The Chi- 
nese are said to have a good 
neutral zone trap, even if 
they lack technical skills. As 
for the Swedes and Japanese 
will at best prove practice 
fodder for the north 

Americans. At worst they 
qpuld simply be embar. 
rassed. 

True, the Finns are 
Europe's best team by far, 
but north American com- 
mentators view them as 


merely competent. Although 
Rauno Korpi. the Finnish 
coach says the team will not 
be satisfied with just bronze 
medals, the reality is they 
have almost zero chances 
against the north 
Americans. In the three 
nation tournament with the 
US and Canada last year, 
they failed to chalk up a sin- 
gle victory. 

Until December, the Cana- 
dians were a shoo-in for the 
gold. Coached by Shannon 
Miller, a police woman on 
fuH-time leave, they had won 
four consecutive world 
championships, each time 
condemning the Americans 
to the silver medal position. 

But in the Three Nations 
Cup at Lake Placid last year, 
the Canadians were shut out 
3-0 by the US. The hitherto 
invincible Canadians were 
humbled in their first defeat 
in a decade. They had never 
suffered a shut-out and bad 
never lost by such a wide 
margin. -Wo embarrassed 
ourselves, and worse, we 
embarrassed a country. We 
embarrassed Canada," 
lamented Stacy Wilson, the 
Canadian captain. 

The Canadian coach Ms 
Miller, who had been known 
as “Killer Miller" as a 
player, was Turious. The 
team party was cancelled, 
and the players obliged to 
take an oath not to drink 
alcohol over the Chnsimas 
holidays. “They can take 
that pain with them over 
Christmas, the pain of stand- 
ing there on the blue-line 
and listening to the US 
anthem playing," Ms Miller 
told The Ottawa CitUen 
newspaper. 

The Canadians may have 
been unsettled by a huge 
row over Millers decision to 
drop Angela Jamts, tradi- 
tionally one of Canada's best 
players. Widespread media 
coverage of an alleged fos 
blan relationship between 
one of the players a»q a 
member of the coaching stall' 
also contributed to disrupted 
preparations. 

But whatever the reasons 
for the defeat, it showed the 
Canadians' domination of 
the world championship did 
not mean they had a strap 
glehold on the Olympic title 

Since then, the US has 
beaten the CnnatMgn^ again, 
most recently last month, 
when the Americans won 4*3 
to overtime in from of 7,784 
fans, toe larges! ever crowd 
to watch a women's hockey 
game to the US. But the 
Canadians had their revenge 
winning M in a gamr - the 
first women's match broad- 
cast live pn US not work tele- 
vision. 

The Olympic final between 


the two team- •.* likely to he 
a skilled encounter. Wom- 
en's hockey is far less physi- 
cal than the men’s game 
hecause body checking is 
banned. 

"It's, not that there’s no 
contact." says Ms Miller. 
"There is physical play. But 
because there is no hody- 
cheeking. players hold the 
puck longer When you 
know no one is going to pui 
your head through the 
boards, you can move the 
puck with greater intelli- 
gence. And that changes the 
entire game." 

Nevertheless, the matches 
between the Ufi and Canada 
hate becoming increasingly 
physical, with the US team 
countering the Canadian 1 * 
superior technical si; ills with 
sire. For ewtrupte. the Amer- 
ican defender Angela Rugg- 
iero. m ho is 5 r *i" and iveighs 
in at 17011 b-.. is more than 
eypabts of using her bulk 10 
keep out opponents. 

If the L S-Ciimuiian match 
dues become physical, it 
could confirm concerns 
about the quality of refer- 
eeing at the Olympics. The 
International Ice Hockey 
Federation decided all the 
officials would be female, 
despite Canadian arguments 
that there wen- lew womc-n 
referees with the ovoerience 
to deal With til-- pnr.sutv. 

.V .he Thvc-r Nations Cup. 
for example, ihe UK team 
coniplrtineil oboiu the female 
referee-.-.. "The iWr-rec-in^ m 
Kitchener w,-*s - hakv ol best. 
The- IS.vi-.s] refcrt-i- w,i-. in 
over her head and you dun'i 
want tot- nfftriaimg deter- 
mine l he oUti-oiiH- of Mu- 

g'-iine." ^.aid Kris Pit ■ini.'mn 
the Team fsA -spokpspersun. 
“Nom- | of th>* oitk-ials] ha-.l 
thp reijuisiit- experience io 
handle ihe gome and O.uOO 
sorea mi r.g tens.’’ 

Whatever th. miuoi.-ti- of 

ih»i championships women s 
hockey htipf-a the o:cpo r ,ur-! 

will increase interest in to? 
Hport At priist-ni . 
women <<n:l pl;«y t.V 

spoil m Canada, ivinvnvort 
with luwtiu men .utrt boy-. 
Gaining access i« ■ the u,- is .■» 
’ignii'uMlit i'.ivMem v\ i t h 
women oiu-p tx tug gic.-n the 
Sunday '.Vou .-L-t- Pot. Kic- 
UoKoii, vi.v-pn s uteri t or 
Canadian Hockey, hopte the 
miiuliei-*. will grow 1 .;. UKi.iwai 
hy 2 f* 0 U. 

While l he Women . spoil 
cannot ho.isi I he ..-and.iloiis 
iinlanr-s of \hv mt i\> ns. 
spQiisiii*ship i*> be .‘imiiiig to 
bf-comi- rteiious. Nov,-. i}'s 
Sponsor ini* .spei sooner 
that. Before »r uric in - 5 ! 

happy 10 gel a T-siurt." 
Fiyim-e St l.iJins. tin- i-ldr-sf 
memhi.i 01 tin; Canadian 
Mju.ni 
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Sporting events listed by category 


■ Alpine Skiing 

Event 

Downhill (M) 

Combined Downhill (M) 
Super-G (W) 

Combined Slalom (M) 
Super-G (M) 

Downhill (W) 

Combined Downhill (W) 
Combined Slalom (W) 
Giant Slalom (M) 

Slalom (W) 

Giant Slalom (W) 

Slalom (M) 

■ Biathlon 

Event 
15km (W) 

20km (M) 

7.5km (W) 

10km (M) 

4 x 7.5km Relay (W) 

4 x 7.5km Relay (M) 

■ Bobsleigh 

Event 

Two-man 

Two-man 

Four-man 

Four-man 


Date 
Feb 8 
Feb 9 
Feb 10 
Feb 11 
Feb 13 
Feb 14 
Feb 15 
Feb 17 
Feb 18 
Feb 19 
Feb 20 
Feb 21 


Date 
Feb 9 
Feb 11 
Feb 15 
Feb 17 
Feb 19 
Feb 21 


Date 
Feb 14 
Feb 15 
Feb 20 
Feb 21 


Time 

10:15 
10:15 
10:15 
9:30/13:00 
10:15 
10:15 
10:15 
9:30/1 3:00 
930/13:30 
9:30/13:00 
930/13:00 
930/13:00 


Time 

13.-00 

13:00 

1330 

13:00 

13:00 

13:00 


Time 

15:00 

15:00 

15:00 

15:00 



15km Individual 

Feb 14 

1330 

K=9Q Team 

Feb 19 

9:30 

4 x 5km Relay Team 

Feb .20 

1330 

■ Freestyle Skiing 



Event 

Date 

- Time 

Moguls Elimination (M,W) 

Feb 8 

930 

Moguls Final (M.W) 

Feb 11 

1230 

Aerials Elimination (M.W) . 

Feb 16 

9:30 

Aerials Final (M.W) 

Feb 18 

10:15 

■ Snowboard 



Event 

Date 

Time 


■ Cross-Country Skiing 

Event Date 

15km Classical (W) Feb 8 

30km Classical (M) Feb 9 

5km Classical (W) Feb 10 

1 0km Classical (M) Feb 12 

10km Free/Pursuit (W) Feb 12 


Tone 
9:00 
9:00 
930 
930 
1230 ! 


15km Free/Pursutt (M) 

4 x 5km Relay (W) 

4 x 10km Relay (M) 

30km Free (W) 

50km Free (M) 

■ Sid Jumping 

Event 

K=90 

K=120 

K=120 (Team) 

■ Nordic Combined 

Event 

K=90 Individual 


Giant Slalom (M) 

Giant Slalom (W) 

Halfpipe Elimination (M,W) 
Halfpipe Final (M.W) 

■ Speed Skating 

Event 
5000m (M) 

500m (M) 

500m (M) 

3000m (L) 


Feb 8 
Feb 9 
Feb 12 
Feb 12 


Date 
Feb 8 
Feb 9 
Feb IQ 
Feb 11 


9:30/13:00 

930/1330 

9:30 

13:30 


Time 

1530 

1830 

1630 

1530 


Fab 14 

930 

! 1500m (M) 

Feb 12 

1530 

Feb 16 

10:15 

j 500m (L) 

Feb 13 

1630 

Feb 18 

10:15 

; 500m (T) 

Feb 14 

1630 

Feb 20 

9:00 

1 1000m (M) 

Feb 15 

1530 

Feb 22 

9:00 

.- 1500m (L) 

Feb 16 

1530 



10,000m (M) 

Feb 17 

15:00 



1000m (L) 

Feb 19 

15:00 



5000m (L) 

Feb 20 • 

15:00 

Date 

Time 




Feb 11 

9:30 

1 ■ Short Track Speed Skating 


Feb 15 

9:30 

i 



Feb 17 

9:30 

| Event 

Date . 

Time 



■■ 1000m Qual & Final (M) 

Feb 17 

1930 



1 3000m Relay S-F & Final <q 

Feb 17 

1930 



500m Qua! & Final (Lj 

Feb 19 

. 19:00 

Date 

Time 

1 500m Qual (M) 

Feb 19 

1930 

Feb 13 

9:30 

5000m Relay S-Final <M) 

Feb 19 

- 1930 



I 1000m Qual & Final (U 

Feb 21 

1930 


Curling 


Day 

Sun 


Date 

02/0 8 


Time 

08:30-18:00 


Draw 


Sheet A 
Official Training 


Sheet B 


Sheet C 


Sheet □ 




19:00-20:00 


Team Meeting 




i Event 

Date 

Time 


Feb 14 

2030 

Mon 

02/09 

09:00 

W1 

NOR/SWE 

CAN/USA 

GER/DEN 

JPN/GBR 

j Pairs - Short Programme 

Feb 8 

2030 

Fnial Rcund C.(M) *: 

Feb 15 

'13:45 



14:00 

Ml 

GER/SUI 

NOR/GBR 

CAN/JPN 

USA/SWE 

Pairs - Free Skating 

Feb 10 

2030 

Final Round C (M) ' 

Feb.15 

18:45 



19:00 

W2 

DEN/GBR 

GER/JPN 

SWEAJSA 

NOR/CAN 

1 Singles - Short Programme (M) 

Feb 12 ‘ 

19:00 

- Final FtoiHTd D (M) ' 1 . 

Feb 16 

13:45 

Tues 

02/10 

09:00 

M2 

JPN/SWE 

CAN/USA 

SUt/GBR 

GER/NOR 

i Ice Dandng - Compulsory Dances 

Feb 13 

1930 

Final iloundC(Mj. ■ ■ 

■ Feb 16 

14:45 



14:00 

W3 

GER/USA 

NOR/GBR 

JPN/CAN 

SWE/DEN 

! Singles - Free Seating (M) 

Fab 14 

1930 

■ Flnai Ftound G(M>: 

:.;.Feb 16 

18:45 



1930 

M3 

CAN/GBR 

GER/SWE 

USA/NOR 

SUI/JPN 

; Ice Dancing - Original Dances 

Feb 15 

1930 

- Final Roaotf D.fMJ , : . 

•’ Feb 16 

.18:45 


Wed 02/11 0930 W4 CAN/DEN JPN/SWE NOR/GER GBR/USA 

1430 M4 NOR/JPN USA/SUl GER/CAN SWE/GBR 

19:00 W5 JPN/NOR USA/DEN CAN/GBR GER/SWE 

Thurs 02/12 09:00 M5 USA/GER GBR/JPN NOR/SWE CAN/SUI 

14:00 W6 S WE/CAN GBR/GER USA/NOR DEN/JPN 

1930 M6 SUI/NOR SWE/CAN GBR/GER JPN/USA 

Fri 02/13 09:00 W7 USA/JPN DEN/NOR GBR/SWE CAN/GER 

14:00 M7 GBR/USA JPN/GER SWE/SUI NOR/CAN 

14:00 Womens Semi-Final 

18:00 Mens Semi-Final 

Sun 02715 09:00 Mens and Womens Bronze Medal Games 

13:00 Womens Final 


500m Final (M) 

5000m Relay Final (M) 

■ Figure Skating 


Feb 21 
Feb 21 


1930 

1930 



■^iceHobp^y 

"BSsht/.: ■ -Date Time 

" - FjteiirrL' Rourief A (MJ • •[ ‘ Feb 7 1630, 

: Pre«m:’Bound A (M) - Feb 7 16:00 

Pirefirt BcondBfldj •' Feb 7 2030 

PreUtTK . Rajnd B (W) , . Feb 7 20:00 

1 PceBm-.‘ftound’A(M}'' -"-.Feb 8- 14:00 
vPteftri. Round A (M) . • Feb 8 .1830- 

f(W): . .Feb8 -12:00 

<W) " - ... Feb 8 16:00 

,{W)-: • .' Feb 8 2030 

Prelim. Round B (M) Feb 9 14:00 

'PreHm. Round 8 <M) Feb 9 1830 

(W) Feb 9 1230 

(Wf- 7- U ' . • Feb 9 1630 

' (WJ„ . • v ' Feb 9 2030 

Prelim. Round B (M) Feb 10 ,14:00 

PreHm. Round A (M) Feb 10 1430 

- Prelim. Round A (M) . Feb 10 1830 

. Pmftp- . Round B {M) : Feb 10 1830 . 

(W) . Feb 11 1230 

. (W) . 'Feb 13 ' 1630 

“(W)- - \ V. . : • Feb 11 20:00 

T3.14(M) - • .Feb 12 -.1230 

,1i,12.(MJ . -Feb 12 1630 

•'10,' 9 (M) • . : Feb.12 2030 

tW) -Feb 12 12:00 

(W) . • • V •, '....Feb 12 • 1630 

(WJ..., Feb 12. 20:00 
“Final Round Dfltf) : ‘ • ' F4b 13 >14:45 
' Firad Round ' ' •' Feb 13 14:45 

Final Round D(M) F6b 13 18:45 

"Final Round. C(MJ. ' :■ '.. Feb 13 • 18:45 

•Fmaf-iteund O -{M) r. i y • Feb 14 - -14:45 

• Fbal.flound.O(M> . Feb 14 18:45 

(W)'-' : - ■ ' - • Feb 14 '1230 

- (wj • Fib-14 -16:00' 


Ice Dancing - Free Dances Feb 16 

Singles - Short Programme (L) Feb 18 

Singles - Free Skating (L) Feb 20 

Exhibition Feb 21 

■ Luge 

Event Date 

Singles (M) Feb 8 

Singles (M) Feb 9 

Singles (W) Feb 10 

Singles (W) Feb 11 

Doubles Feb 13 


1930 

1930 

19:00 

1530 


Time 

1430 

1430 

14:00 

1430 

14:00 


. 3.4 <WJ V- a; 
Ffr*ah(yyy_-_. . 
-Quarter- Final, (M)-.:-, 
Quarter Final : - 
Quart»i3r^{M>. 

; Quarter Fkcal (M) ' . 
; Swtfflnaf (MT s 7 
Semi Final (M) -- - 
i4#;y-:y 
.. Final Qtf): y-':: 


-. Feb 17 . 1430 
Feb .17 1830 
J Ffeb 18 14:45 

Feb 18 . .18:45 
-Feb 18. 14:45 
-■•fib 18 18:45 
-■'Feb 20 .14:45 
#eb 20 ; . 18:45: 
ifeb 21, .15:15 - 
Fab 22 . 13/45 


Teams ~ 
1TA/KAZ. 
-AUT/SVK- 
GER/JPN- 
FRA/BLR 
AUT/KAZ-/ 
SVK/TTA. 
SWE^N • 
CAN/JPN - 
CHN/USA .. 
GER/BLR 
JPN/FRA.. 
FIN/JPN 

usa/swe: 
CAN/CHN: : 
BLFVJPN 
KAZ/SVK , 
ITA/AUT. . 
FRA/G01 • ’ 
SWE/CAN ; 
JPN/CHN " 
USA/FIN 


CHN/SWE 
USA/JPN - 
f IN/GAN 
USA/SWE 
F1N/CZE ' 
CAN/QT 
G2/RUS 1' 
Q1/USA - 
SWE/CAN - 
JPN/SWE.' - 
FIN/CHN-- 
CAN/USA • ' 
RUS/FIN 
CZE/Q2 
CAN/USA . 
FIN/02 
CZE/RUS. _ 
SWE/Q1 . . 


All times stated are Japanese standard time 
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■ moment of concentration before the 
gate slams open. The turn of a ski that 
determines the race. The spin. The soar. 
The gasp. 

With our Panasonic DVCPRO cameras 
covering every game at Nagano, there's 
not much drama our lenses will miss. 


But it's more than the Games we'll cover. 
Participating with superior technology in 
the XVEII Olympic Winter Games, 
our goal is to capture the spirit of sport 
By initiating a global communications effort 
to get the world pumped on peace, and by 
being the invisible chronicler of 
a huge moment in time, 
we will help to bring that spirit - the heart 
and soul of the Olympic Games - to people 
around the world. 


Panasonic is an Official Worldwide 
Olympic Partner, and also the Official 
Supplier and prime contractor for 
the International Broadcast Center [IBC] 
and all the venues. We’ll provide the 
Games with lightweight DVCPRO units 
that will keep up with the fastest, 
the highest, the most daring of athletes. 
Cameras that offer advanced digital 
quality, super sharp images and 
impeccable sound. Cameras so advanced, 
there are over 30,000 DVCPRO units in use 
in broadcast facilities around the world. 


DVCPRO cameras will be covering the 
events at Nagano. We, Panasonic, will be 
covering a bit more. 

See you In Nagano for the snow. 




«xl 
EAarJUOn 



mu 

Official Worldwide Olympic Partner 


Panasonic 


T-MO 

hnprj 


lOl^fc, |p ... 







Thursday Tebmaiy .5 1993 





r.«- 



"• i9 ■?! : 

••; - j-r-'iit; iu J- 

:.r ; f{ 





I VL TIMfcS REVIEW 



Instead of , being displaced by new 
technology, venues are embracing 
it with enthusiasm. 

Scheherazade Daneshkhu reports 



Along a 5km stretch of 
Lisbon's Tagus riv e rfr on t, 
dozens of new buildings are 
emerging on a site 
dominated for years by a - 
decaying oil refinery and 
stacks of disused containers. 
Expo 98, which opens in ’ 
May, promises not only to be 
one of the world's largest 
exhibitions but also one of 
Europe's largest 
regeneration programmes at 
a cost of $2bn. 

In an age of rapid 

mmTTmnirflt ym and 

technological change, it may 
seem curious that a concept 
as apparently old-fashioned 
as the exhibition has not 
only survived but promises 
to inject life into a moribund 
urban area and act as an 
economic stimulus. ICEP, 
Portugal’s institute for 
investment, trade and 
tourism, expects Expo 98 to . 
account for one-third of the 
country’s gross domestic 
product this year. . . 

Huge amounts of 
investment continue to be 
poured into the exhibitions _ 
and conferences industry, hi 
Germany, the exhibitions 
capital of the worid, an 
estimated DMSbn is being 
invested over four years on ' 
new venues despite slow 
economic recovery. Munich.' 
is to open a new centre. 
Frankfort is modernising its 
facilities. wlrileJHanoyer is v 
getting ready fdr'Bxpo HtfOOT.' 


Last year, Glasgow's 
ScOttishExhlbitlon and 
Conference Centre opened a 
£38m new conference 
auditorium. 

Nor is the investment 
confined to Europe. In 
Chicago, McCormick Place, 
the city’s exhibition and 
convention centre, has 
recently completed a $ibn 
expansion, while Sydney is 
an emerging destination on 
the conference 1 circuit as a 
result of the city’s successful 
, bidfbr the 2000 Olympics. 

GDI Price, a director of the 
International Congress anil 
Convention Association, 
says: “A few months ago 1 . 
would have that 
south-east Asia was doing 
well. too. but the situation 
there has changed 
dramatically. The conference 
business is increasingly 
dependent on the economy, ' 
and it can be easy to forget 
that".- 

. The economic crises in * 
east Asia have not only had 
an impact on domestic 
business; they will also 
affect conferences being belli 
in other countries. Ms Price 
expects a sharp drop this 
year in Asian delegates 
attending London's QE2 - 
conference centre, where she 
is commercial director. 

Delegates are prepared to 
travel further afield to keep 
abreast of changes in their 
'lndStfi^ia - T . V 


number of international 
visitors to exhibitions in the 
UK rose by 22 per cent 
compared with 1995, 
according to the Exhibition 
Industry Federation. 

. This trend is good news 
for travel agents. Many 
report that conferences and 
exhibitions account for an 
increasing proportion of 
their business. Pre and 
post-conference regional 
tours have grown on the 
back of travel, often to 
unnawl anil exotic 
locations, with many 
convention programmes 
increasingly resembling 
glossy holiday brochures. 

Value for money is still 
the watchword. American 
Express, which has a 
rnnfpr p nrp booking 
programme, says that people 
are meeting more but are 
still keeping tight control on 
the amount they spend. ■ 

Academy Expo, a 
UK-based exhibition design 
company, says companies 
want cost-effectiveness. “In 
the economic boom of the 
1980s, most companies were 
commissioning 
custom-designed exhibition 
stands which would be used 
for a single event and then 
scrapped. In the recession of 
the early 1990s, there was a 
strong move towards 
modular reusable stands.” 

Now it says customers are 
choosing “bespoke modular" 
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stands made of modular 
pieces to a design specified 
by the company. “This trend 
protides unique-looking 
custom-featured stands 
while at the same time 
giving the budgetary 
advantages of re-usability, 
says Academy Expo.” 

Much of the investment in 
conferences is coining from 
the hotel industry, which is 
chasing the higher-paying 
business travel market in 
preference to tourists. 
Millennium & Copthome 
Hotels, which is 
majority-owned by the 
Singapore-based CDL hotels 
group, last year opened a 
SL5m Millennium 
Conference Centre next to 
its Gloucester Hotel in 
London. Stakis, the 
Glasgow-based hotels group, 
plans to create Europe’s 


largest convention hotel in 
2000 through a £85m 
development at its London 
Metropde hotel. 

Hotels are also becoming 
increasingly important 
partners tor travel agents as 
airlines continue to cut 
c ommiss ion. In November, 
British Airways reduced 
commission levels to travel 
agents following earlier 
moves by airlines in the US 
and In Europe by SAS, KLM 
and Lufthansa. 

The cuts have led to hotels 
playing a more prominent 
role as a source of 
commission income. David 
Giles, until last month 
chairman of the the Guild of 
British Travel Agents' hotel 
working party, estimates 
that hotels typically account 
for as much as 60 per cent of 
travel agents' commission 


income compared with 20 
per cent five years ago. 

Radlsson SAS Hotels, 
which says its hotels have 
increased their targeting of 
the conference market, notes 
a sharp rise in short lead 
times for small conferences 
of 20 to 25 people: “The 
change is particularly 
noticeable in Germany, 
where there are companies 
showing economic recovery. 
Companies are recognising 
the need to increase 
communication in order to 
prepare for growth.” 

Conference organisers and 
venues dismiss technology 
as a threat to the business 
but acknowledge its impact 
on the industry. Much of the 
investment in modernising 
and banding new facilities is 
being driven by demand for 
use of the latest technology. 


according to John Cole, 
corporate development 
director of the National 
Exhibition Centre in 
Birmingham and member of 
the European Major 
Exhibition Centres 
Association CEmeca). 

Ms Price says that 
technology is being used by 
exhibitors to demonstrate 
products more effectively 
than through a static 
exhibition stand. She cites 
the example of a recent 
medical conference where a 
new pump to administer 
anaesthetic was 
demonstrated through a live 
video link-up to an operating 
theatre in which the person 
performing the operation 
also acted as commentator. 

Where video-conferencing 
is having an impact, it tends 
to be on the smaller. _ 
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meetings. “A number of 
companies have their own 
video-conference suites so 
that 10 or 60 people can be 
linked instead of travelling 
to meet each other.” she 
says. “But most people, 
particularly Americans, go 
to a conference to ‘network*, 
and videoconferencing 
cannot replace that.” 

Mr Cole believes that talk 
of the internet replacing 
exhibitions also misses the 
point. The internet is a 
powerful marketing tool 
which is more likely to act 
as a stimulus to exhibition 
attendance, be says, by 
making it easier for someone 
in one continent to find out 
about exhibitions being held 
in another part of the world. 

New building and 
investment in the industry, 
while a sign of its activity 
and growth, also carries 
with it the danger of 
over-capacity. Competitive 
pressures are already taking 
their toll on some exhibition 
centres. 

In the Netherlands. 
Jaarbeurs Utrecht and RAI 
Group, the two largest 
exhibition operators, said 
last month they planned to 
merge. “The present role of 
the Netherlands as an 
exhibition, trade fair and 
conference country can be 
maintained in the long term 
only if we join forces.” they 
said in a joint statement. 



Unfair challenge by no. 4? 


We're often accused of going over the top. But many a 
doughty travel manager knows the benefit o! having 
someone on jour side who is prepared to kick the rest 
around in order to get fee right result 

Simply choosing a big name to keep ttw®» moving in the right 
direction doesn't always cut it. does It? What do you do when 
they don't seem to want to get involved? When they obviously 
fall to understood exactly what you need? Your selection 
policy can quickly leave you looking a little vulnerable. 

Port man are no 4. We’re different. And we’re good. This 
means that today more and more companies are putting our 
name first on the sheet when it comes to choosing an 
effective travel management service. 

We aim to be in the thick of the action when it comes to 
controlling oiw diems travel spend. Of course,® the UK’S 
largest independent, frequent bookings are very much 
routine for us. 


And our. distribution is impressive, with s nationwide 
network of offices and global strength through over 4000 
locations worldwide. Critically, we possess the attitude and 
approach to ensure we score where others don't. 

This lends to mean that the so-called ‘star signings’ cry foul 
when they learn we’re on the same pitch. Because they don’t 
like to lose. So perhaps It's time to select the only player 
who can consistently take on the opposition - and beat them. 

Pick the right ream. Speak to Portman. 

Call Lesley or Brian on 0800 73 1 1627 
E-mail: lcolllnsOpartmantravel.co.uk 
or blawierOportmantravel.co.uk 
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Outstanding companies 
have outstanding logos. We 
were looking to create a logo 
that would make us stand out 
from all the other airlines in 


the world, one that's instantly 
recognisable. We were looking 
for something outstanding. 

And when we saw the smiling 
faces of our friendly staff we 

Austrian airlines > 

The Most Friendly Airline. 


just knew there couldn't be 
anything more outstanding. 
Smiles that are unmistakable. 

Visit our mosr JnYurffy Kvfcirr 
http:/ / wwwjuj.com 
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A touch of 
the exotic 
at work 

Choosing an unusual location for 
an otherwise routine meeting may 
be beneficial. Roger Bray reports 


There may he brainstorming 
in the rain forests of central 
America and break-out ses- 
sions on desert islands. 
Audio visual equipment may 
be limited, and powerful dis- 
tractions may lie beyond the 
meeting room windows - 
but companies are increas- 
ingly choosing exotic or off- 
beat locations for confer- 
ences. 

Locations range from a 
disused monastery near Lis- 
bon to the Centre Beige de la 
Bande Dessinee, the Brussels 
strip cartoon museum - 
where delegates can thrash 
out serious issues amid 
memorabilia of Tintin and 
his dog, Snowy - and even a 
Turkish bath in Istanbul 
where 40 executives once 
held a sweaty t hink - tank ses- 
sion to work out ways of 
improving communications 
between management and 
junior staff. 

Larger groups can opt for 
anything from palaces, such 
as Vienna's Schonbrunn. to 
a maintenance hanger at 
Munich airport But interest 
in small, concentrated meet- 
ings has grown sufficiently 
to prompt the development 
of facilities even at remote, 
wilderness hotels with no 
road access. 

“Demand is definitely 
increasing.” says Graham 
Keene, managing director of 
LMG International, which 
arranges corporate events. 

"People at the top level in 
business are just getting fed 
up with staying in large 
hotels. If you can provide 
them with a different kind oC 
venue which offers the same 
kind of facilities as a five 


star hotel it allows them to 
work hard and encourages 
the team element” 

A classic example, he says, 
is the Aravis Alpine Retreat, 
about 50 minutes drive from 
Geneva, which has been 
used by all sorts of celebri- 
ties seeking privacy. 

■’It's a converted Savoyard 
farmhouse with 12 bed- 
rooms. It has log fires and 
good food and you can only 
book it exclusively. The 
rooms have connections for 
laptop computers.” 

Another good example of a 
small property is the 14- 
room Bear Track Inn at Gla- 
cier Bay in Alaska. Built of 
spruce, it has a 24ft x 30ft 
meeting room with overhead 
projection, a television moni- 
tor and secretarial services - 
and whale sightings guaran- 
teed. 

Ou Little Cayman, which 
has "more iguanas than 
people", delegates can stay 
in four small hotels. One is 
the Little Cayman Beach 
Resort which has 40 rooms 
and an air-conditioned meet- 
ing room which is a few tan- 
talising steps from the sea - 
and some of the world's fin- 
est diving - but has no lap- 
top facilities. 

“We see it very much as a 
place for a board meeting or 
a brainstorming session.” 
says Catherine Leech, 
regional manager of the Cay- 
mans' tourist office in the 
UK and Ireland. "You can 
also have break-out sessions 
on desert islands such as 
Owen Island, where they can 
organise a castaways' pic- 
nic.” Rates range from $125 
to S215 per room per night 





Palace splendour: Vienna's Schonbrunn is one possibility for large groups of delegates PiwwrAowy 


and $50 for the meeting 
room. 

Among the most remote 
options are the Casa Corco- 
vado Jungle Lodge, in Costa 
Rica, and Canadian Quebec's 
K ana uk. The former, accessi- 
ble only by boat, comprises 
seven luxury bungalows and 
a meeting room, with slide 
and video equipment and 
space for 20 delegates, on the 
edge of the Corcovado 
National Park rain forest 
The lodge has its own supply 
of hydro-electric and solar 
power. Delegates’ neigh- 
bours include large groups 
of jaguars, tapirs and scarlet 
macaws. 

Guests at the latter stay in 
scattered cabins on a lake 
and meet in a larger unit 
The complex is managed by 
Canadian Pacific, which pro- 
vides catering from its Mon- 
tebello Lodge between Mon- 
treal and Ottawa. 

“When people want some- 
thing unusual they also 
want it to be very sophisti- 
cated," says Josephine 
Wigall- Lazarus, director of 
the province’s tourist office 
in London. 

Sarah Webster, of the UK's 
Incentive Travel and Meet- 
ings Association, supports 
the premise that company 
directors are increasingly 
opting for hidden retreats. 


“As little as three years 
ago this concept was rela- 
tively unheard o£” she says. 
“It started In a very informal 
way. when directors took 
colleagues to their own over- 
seas apartments or villas, or 
booked a quiet hotel, prefer- 
ably with a meeting room 
and a gym. But today the 
idea of corporate bonding 
has become firmly estab- 
lished.” 

One difficulty for many 
owners of such properties is 
knowing how to tap into 
these growing demands, she 
says. Another problem is 
that audio visual equipment 
may have to be especially 
installed. The monastery 
buildings at The Caesar Park 
Penha Longa, for example, 
though they are in the 
grounds of a luxury hotel 
and golf course, have no 
sophisticated electronics. 
Nor has the 14th century 
Corsendonk Priory at Oud- 
Turnhout, near Antwerp, 
which has been converted 
into a conference hotel. 

Gimmicky venues such as 
steam baths have their draw- 
backs. too. They are a bit too 
hot for serious deliberations, 
says Harry Pine, London rep- 
resentative of Istanbul-based 
ground arrangement special- 
ist MEP Destination Manage- 
ment - “unless you want a 


quick decision". 

For bigger conventions, 
Munich alzport offers three 
hangars, including one large 
enough to bold 5,000 dele- 
gates, which is used for 
events such as conferences a 
dozen or more times a year. 
At Schloss Schonbrunn. the 
Viennese palace of the Habs- 
burgs, there is the Orange- 
lie, a newly-equipped facility 
with capacity for 500 people. 

Some venues make a vir- 
tue out of their lack of mod- 
ern equipment The 14-bed- 
room Castle Leslie, in 
County Monaghan - about 
two hours drive from Dublin 
- is a good example. It Is 
described as one of the last 
great country houses to have 
been built in Ireland. Ultan 
Bannon, one of the partners 
who runs it says that apart 
from a dedicated office, 
which visiting executives 
can use to access the inter- 
net or send foxes “the only 
concessions we have made to 
the 20th century are lots of 
hot water and central heat- 
ing. 

“We don’t have jacuzzis 
and 47 television channels in 
the rooms. In fact, we don’t 
have television in the rooms 
at all - or even phones. But 
people like it because they 
find they get a lot of work 
done without Interruptions." 


So, how was the show for you? 


Gillian Upton reports on the merits 
and potential drawbacks qf seeking 
customers through exhibitions 


If you have a product you're 
trying to expose to a wider 
audience and you want to do 
it in the most cost-effective 
manner, are exhibitions the 
right vehicle to use? 

The pros and cons are 
many and varied. Much 
depends on the location, 
duration and timing of the 
event, the way it is mar- 


keted. and whether it will 
deliver the right audience 
and therefore the right num- 
ber of business leads. 

Edinburgh-based Osprey 
Holidays thought long and 
hard before exhibiting at the 
Ski Show in London last 
November to promote its 
holidays in New England. 

The company had a clear 


goal “We wanted to increase 
our profile among clients 
and our partners overseas,” 
says John Bennett, manag- 
ing director. “It's important 
that our partners see us sell- 
ing their product, 

“Most of our bookings are 
made over the phone or 
through the internet, but we 
wanted to meet customers, 
and it was very useful for 
that We didn't attempt to 
take bookings at the show; it 
was too noisy for that" 

It cost Osprey £6.000. and 
afterwards the venture was 
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closely assessed- “It's a two- 
week show which covers two 
weekends,” says Mr Bennett 
“Both weekends were very 
busy, but the five days in 
between were bleak. 

“Because we are not based 
in London we have to move 
the brochures by courier and 
pay for accommodation for 
two people. The Ski Show 
also happens when bookings 
are very strong, so it means 
taking staff out of the office 
when they should be answer- 
ing the phone. It’s a 
dilemma." 

Osprey decided to miss the 
next show and to take part 
in alternate years. “It was 
not written off as a wasted 
exercise, but for the £6,000 it 
cost I could have bought a 
lot of advertisements In 
newspapers where we nor- 
mally advertise," says Mr 
Bennett. Advertising, prod- 
uct launches and direct mail 
make up the bulk of the 
company's promotional 
activity. 

It is clear from this exam- 
ple that participation in an 
exhibition should be 
weighed up very carefully 
beforehand and scrutinised 
closely after the event 

A spokesperson for an 
international investment 
bank says it is essential also 
to check the experience, 
background and track record 
of the company organising 
the exhibition. “I don’t give 
companies any time if I 
haven't heard of them.” she 
says, having learnt from 
experience. 

The bank exhibited at a 
show in western Europe 
arranged by a company she 
did rate. “The company had 
previously only ran exhibi- 
tions in eastern Europe, and 
although it was a British 
company it made no accom- 
modation for it being a 
totally different market- 
place. It didn't market it 
properly. I learnt from that. 
Make sure the company is 
tried and tested in organis- 
ing similar events in the 
same country," she advises. 

The bank's preference is 
for conferences and semi- 
nars. “They're much more 
tightly targeted and focused 
and it's much more cost 
effective than a big exhibi- 
tion,” she says. 

Organisers bullisbly sell 
exhibitions on the basis of 
quality Of audience and 
therefore access to a pur- 
chasing power. "Exhibitors 
could spend £2.000 on the 
exhibition and tap into Sim 
worth of purchasing power.” 


says Claire C-onway at Inter- 
national Business. Communi- 
cations (LBC;, which runs 
exhibitions alongside the 
conferences it organises. 

Susan Christopherson. 
head of global sponsorship at 
Euro Finance, which organ- 
ises conferences and exhibi- 
tions for treasury manage- 
ment, underscores IBCs 
message. "In terms of get- 
ting to people under one roof 
there's no other way,” she 
says. Banks and software 
suppliers are her main 
exhibitors. 

There are various ways of 
making an exhibition stand 
successful. Gone are the the 
days of a solitary table, 
chairs and stacks of bro- 
chures. Jonathan Knowles, 
business development man- 
ager at Gardiner Caldwell 
Communications, a confer- 
ence and exhibition organ- 
iser in the pharmaceutical 
sector, says: “Companies can 
relay seminars to the stand 
through big screen technol- 
ogy and watch it remotely. 
And very seldom do we cre- 
ate an exhibition stand with- 
out a cyber cafe so custom- 
ers can visit the company's 
web site." 

The Foundation Group, a 
UK company which owns 
public houses, hotels and a 
restaurant, has had mixed 
results at the trade . exhibi- 
tions its has participated in- 
Michael Cockman, its mar- 
keting director says: “Three 
years ago we took space at a 
travel exhibition and made 
2S contacts over three days, 
of which eight were good 
contacts. But it cost ns 
£2,000 and took us three 
days: 

“Last year we went to the 
same show to promote our 
new restaurant and shared a 
a stand. We made 15 con- 
tacts, including three good 
ones. That cost us £700 and 
took us three days- If those 
three companies book good 
business with us. in the long 
term it will have been worth- 
while." 

But Mr Cockman is not 
planning to go back to that 
exhibition because he 
believes it is an expensive 
way of reaching his custom- 
ers and Is not staged at the 
right time for decision-mak- 
ing. 

"I would tend to say my 
money is better spent else- 
where." he says. "Think 
about it: if you had a lot of 
buying power, you would 
not go into a bear pit with 
your rivals, would you?” 


Meetings at sea can 
be made plain 

Roger Bray listens tathe-raras and 




They', are' more accustomed 
to marketing soft Caribbean 
breezes; tropical sunshine 

■- gad 'capktfillfi imdw Hip stars 
than. S^pirmg thoughts of 
■nurinfc rid p'rn phrintgi ^w j stir- 
ring .‘keynote speecHh^but 
■cruise alines have be^Omev 
increasingly keenjo charte r 
.their ships fttrtcaaferenced.. 

. Meeting at isea r ‘has its' 
detractors and* its disadvah- 
tage/r. Some? conference 
Organisers are waxy of than 
because they fear thaL ufri- 
. mately. the arrangement^' 
will be taken out of their 
hands. The general shortage 
Of Single ratlins mpflns that, 

unless delegates travel with 
partners, the cost per person 
can be a serious deterrent 
And one organiser notes: 
“Seasickness can come into 
the equation.” 

Set against that however, 
are some significant pluses. 
Companies or associations 
can often obtain' a fully 
inclusive price, and. they do 
not have to go trawling for 
restaurants or clubs where 
delegates can be entertained 
at night - it is all on board. 

There is always a doctor 
on board and, apart from at 
ports of call, there is no dan- 
gers of delegates being mug- 
ged. 

Maarten Tromp, director 
of incentive and group travel 
at Equity Cruises, says: 
“You can have a conference - 
cm a ship for as few as five 
or as many as 2,000 people If 
clients are interested we 
usually have to relate the 
ship to the level of hotel 
they would expect delegates 
to stay .in otherwise they 
haven't got a clue what sort 
of luxury they can get. If it's 
the Four Seasons on Lon- 
don’s Park Lane or the Vic- 
toria Jungfrau, for example, 
then we know they are 
looking for Holland America 
Line and upwards." 

Companies often use 
cruise ships to combine 
briefings for dealers with 
spectacular product 
launches. One car manufac- 
turer, seemingly inspired by 
the Vietnam war movie . 
Apocalypse Now, requested ■ 
a cruise liner ca ptain to sail 
around an island so that it 
could airlift its new models 
aboard the ship by helicop- 
ter to the stirring strains of 
the Ride of the Valkyries. 

Len WUcock. of conference 
and incentives organiser 
Worldspan International, 
says his company was even 
able to take over an unused 
television channel on Carni- 
val Cruise Lines’ Jubilee and 
run its own programme 
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incliid^ jL^hort. meeting as 
past of’ 1® Intuitive trip, 
piinard; ibr example, says 
pure conf erence& are only a 
> smalt ■pm^of-vfevbusiness - 
but; coupled with' Incentives, 
■they represent -about 10 per 
cent of the market The total 
value to the cruise industry, 
of these two elements is esti- 
mated to be anywhere 
■: between $25m and $40m a 
year. _ 

Although - ships may not 
have enough space for the 
largest conferences. Cun- 
ard’s QE2, for example, has a 
main theatre which holds 
536 people and the same 
line's Royal Viking Sun can 
accommodate all 740 passen- 
gers in its show lounge. 

Royal Caribbean claims 
the largest meetings and 
incentive sales department 
in the. industry, arranging 
ship inspections for potential 
customers and co-ordinating 
add-on hotel packages if 
organisers want to extend 
events ashore. All its main 
ships, such as the 74, 000-ton. 
Enchantment of the Seas, 
serve as conference centres 
with audio visual, equipment 
- such as overhead slide pro- 
jectors and VCRs. These cen- 
tres seat op to 180 delegates 
and are fitted, with sliding, 
soundproofed partitions that 
can be configured in a vari- 
ety of theatre or schoolroom 
layouts; 

. The cruise line says that if 
groups charter, whole ships 
it. can rename decks, restau- 
rants, bars -or even small 
islands on theitinerary — ta. 
honour of a company or its 
products. You do not neces- 
sarily need a very large 
group to charter a whole ves- 
sel 

Cunard is another line 
offering a range of options. 
More intimate options 
stretch from sailing ships 
such as Sea Cloud, built for 
the American breakfast 
cereal heiress Marjorie Post, 
to Gurnard's high-luxury Sea 
Goddess I and n, each of 
which has space for all 116 
passenge r s in its salon. 

How far ahead must you 
charter? Cruise Hues perpet- 
uate a “fallacy^ that you 
.have to stake a claim at least 
a year in suivahice. says Mr 
Tromp. but. he negotiated 
pne seagoing Conference 
with less than three months 
to spare. 

“If they get a request for a 
charter at fairly short notice, - 
cruises lines sometimes look 


at a particular sai lin g, see 
that it is very lightly booked, 
switch the customers with 
reservations to other dates 
and compensate them; Of 
course, the cost of compensa- 
tion is likely to be bunt into 
the charter price at the 
end of the day somebody has 
to pay for it.” : 

What does it cost? Silver- 
sea Cruises, which chartered 
Silver Wind and Silver Cloud 
last year to companies 
including Eagle Star and 
General Motors, charges 
$150,000 to $160,000 a day - 
or about $520 per delegate if 
it fills all available berths. 
But Mr Tromp describes that 
as the "Rolls-Royce of cruis- 
ing”. with all drinks and 
cocktail parties included. 

Fnrthte- down the range he 
has hired a ship operated by 
Carnival Cruises for around 
$375 per delegate per. day. 

Graham Andrew, confer- 
ence and incentive sales 
manager of Cunard, quotes 
£800 per delegate on a six- 
day QE2 cruise from Ihe UK 
to the Canaries and back, or 
£1*500 across the Atlantic - 
including one-way air 'fore.' 

One advantage of running 
a conference afloat, he says; 
is that companies and associ- 
ations can negotiate .an 
Inclusive price perhaps two 
to three years before the 
event Mr Tromp concedes 
that a hotelier could do the 
same kind of deal, but notes: 
“It's unlikely you would 
want delegates to eat in the 
hotel every night; so you 
would almost always wind 
up.wtth the totaT cost as an 
unknown quantity." 

Just how much is included 
in the price varies, instead of 
Including drinks., some 
cruise lines offer them as 
additional packages. Royal 
Caribbean has one for $42 
per delegate, for example. 
Cunard . is considering offer- 
ing one, but says some con- 
ference organisers prefer not 
to set limits on the quality of 
wine, for example, preferring 
to charge all drinks to a sin- 
gle account 

Overall, the cost can com- 
pare favourably with that on 
dry land. Mr Andrew says: 
"For Sea Goddess at Monte 
Carlo, for example, you 
would pay £360 per delegate. 
We compared that with a 
land-based conference pay- 
ing high season, rack rates at 
one of the principality’s top 
hotels, and adding in the 
price • of meals, drinks and 
other extras - and the ship 
came out £80 per bead 
cheaper,”' . 

The UK’s Passenger Ship- 
ping Association has pro- 
duced a leaflet on ships suit- 
able . .for . seagoing 
conferences and the fa ci liti es 
they provide (Tel: +44 (01171 
436 2449>. 
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Opportunities for disaster abound 

J ••• ■ •.*; , ' .•••.• .■ • • 0 - .. ' 

Any meeting can easily become the ‘event from heir. Ian Hamilton Fazey highlights some of the pitfalls 


-the people who 
'M Hfi&ajboi fii^p feat fail y 
•to arrive - are a co mman 
. feature of coafereaces. seu^ ' 
nars and. similar ygttwwings 
OsBanisera expect up to - 90 
Tier cent no^hows for 
event, but izt aae particular 
case sareettebg was Cfeetfy 

ww .... . s.;,_ ... - .. > . ... . 

• . .The hotelwas near; the _ 
M25, aorthojf London. It had - 
teea chasm becaus^a 
lar location souffrof the' cap- 
ital the year before had been 
. packed, oat by estm-shows, . 
whom no 'one planned ' 
far, To avokl sLsimilajr brush; ' 
the hoW h^d ho^ chosoa. 
for its large conference ' 
room, which, eonld seat more ■■ 
than 2 QCI • . ; 

’ With 10 mtiinrte&to gp only . 

people- had arrived. The:- 
organisers deJaye d the start, 
A few more; people trickled 
in but. '3D minutes late, the 
conference had to begin wfch. 
fever than W people. Some 
of those had been rushed in 
from the organtser& owH 
nearest offices, to 'make .the - 
event look' less embarrass* 
ingly empty. y : . .. 

Dining ^.coffee break defe- 
gates commented on the 
poor attendance, “it’s har^y 
surprising when swi arrange 
an event for ar north London 
catchment area, on Yean Kipr 
pur,** one ofthenL observed 
drily. The red-faced organis- 
ers, who wish: to remain 
anonymous, • have since 
made sure. their calendar 
software covers holidays and 
festivals for aH religmps. 
They have not made : the 
same mistake since. 

“Preparation is the key to. 
avokSng disasters tike that.; 
says 



some people wjB usually be 
late because 0 ^ travel prob- 


Evea the Lipo^t careful 
^preparation dqes not always 
work, howeyan. “Speakers 
hot tnxning up because they 
have the wrong time or date 
in their diaries are my big- 
gest fear." Ms Marshall says. 
u W«taft?qy* <$$$ and check 
again, and confirm atten- 
dance ija' writing; but we still, 
have bad the odd case when 
the speaker just gets it 


cause problems. “The confer- 
ence room at an event we 
staged In Manchester was 
OK. but we did not think 
about the ante-room where 
coffee was served and where 
we and the conference's 
sponsors hart our exhibition 
stands," one events manager 
fbr a London financial ser- 
vices organisation says. 

“The ceiling was h?Tf an 
inch too low to get our own 
standi up. The regional direc- 
tor was coming, and we were 


the days before to make 
surt:v : ' “'" i 
She is also a firm believer 
Lin the old a npy adage that 
'time Spent on recbnnaisr 
sanee Is seldom wasted. She 
Stephanie .Marshal knows her own venue weO, 
head of conferences and but is always .very careful to 
events at the Institute of 1 reeonneStre any other' where 
Directors. The Jot) stages 21 the faJS is going, to stage an 
confereaces a- year, covering event Many other confer- 
soch streets as fendty bust- eoee organisers do not do 
nesses, pfaunh^ -teigrbwth Efcis, relylng’Ott.for instance, 
and management buyouts. It . 'hptel pamag^ to tell them 
has few no-show§ because. about iaeQlties over the 
people ypay ;t4 ajttead^' ptuafe:'. •. ' 

although since *Bsaeh ._N$t; knowing . .simple 
events arebefci sgToB head-" " things^ sucir as the exact 
quartos to .caatofh]L i/aiidaw^!- y fttirmo^lws of rooms, can 

:T J . r '.r3 Jd.-li.A-... I-'m-.WW")' 


wrong. /We nqw telephone in . sweating a bit We managed 


to squeeze it in by sawing 
the feet off the vertical pan- 
els. HI never, make that mis- 
take again.** 

. The location of toilets can 
also disrupt events. At one 
venue the “Gents" was down 
two. Bights of stairs at the 
end of a long corridor and 
had only three urinals. With 
120 delegates, 20-minute cof- 
fee breaks proved impossibly 
short and the timetable 
slipped so much that one 
presentation had to be aban- 
doned and question time cur- 
tailed. 

When it comes to the con- 
ference Itself, most organis- 


ers acknowledge that much 
depends on the quality of the 
chairman and whether 
speakers have rehearsed and 
teen directed on how to 
improve their presentations 
if necessary. Even simple 
tips can help, such as to 
stand an both feet all the 
- time for easier breathing and 
voice projection. Leaning on 
.the podium can also con- 
strict the chest. Speaking 
notes should be moved side- 
ways page by page and not 
turned over in case they 
catch the microphones. 
Notes should never be sta- 
pled together. 

The loD gets its conference 
chairmen and speakers 
together about a month 
before to discuss the day's 
objectives and ensure pre- 
sentations complement each 
other. National Westminster 
Bank and the Financial 
Times, who stage a series of 
forums around Britain about 
exporting every autumn go 
tor more detailed prepara- 
tion, with dress rehearsals. 

This is necessary for mod- 
em “edutainment”, where a 
production company designs 
an attractive set and oper- 
ates lights, sound, music, 
and audio-visual effects to 
theatrical standards. The 
producer works closely with 
the chairman, who is expec- 
ted to perform as link-man, 
compere, comic, timekeeper 
and question master to keep 
the pace going and the event 
lively. 

The effect can be threat- 
ened by a poorly-prepared or 
unrehearsed, speaker - they 
are never invited back - or 
an unforeseen event, such as 
when Ian Campbell, director- 
general of the Institute of 
Export, got stuck in a lift in 
a Leeds hotel and the chair- 
man had to OB in for five 
minutes until Mr Campbell 
could be freed to make his 
speech. 

Equipment failure is also a 
perpetual worry, especially 
as it has become increas- 
ingly sophisticated. Sets are 
now made as attractive as 
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affordable. Lecterns have 
become tastefully-designed 
podiums. Speakers siding at 
long tables on the platform 
waiting their turn at the 
microphone are as old hat as 
slides, carousels and black- 
boards. 

Speakers are now more 
likely now to walk up from 
the audience or in from the 
wings, possibly to musical 
accompaniment. Graphics 
will be computer-generated 
and back-projected on 
screen, it means, however, 
that if anything goes wrong, 
the conference is in trouble. 

What all conference organ- 
isers now hate is the mobile 
phone, which has introduced 
the prospect of uncontrolla- 
ble disruption into audi- 
ences. "All our chairmen ask 


people to switch them off at 
the start of the day," Ms 
Marshall says. 

Some people ignore this, 
such as a woman In the sec- 
ond row of a NatWest-FT 
export forum in Bristol once, 
who defied aH attempts to 
shut her up and talked on 
her phone for several min- 
utes. 

No one wants the Italian 
problem, where no-one ever 
switches off. At a recent con- 
ference in Rome, a member 
of a pane* an the platform 
spoke on his phone while 
discussion went on around 
him. With several people in 
the audience cm their own 
phones at the same time, no 
one mined a hair. Perhaps 
they were speaking to each 
other. 


Projectors 
still have 
useful lives 

Technology continues to advance, 
but one faithful piece of equipment 
survives. Paul Taylor reports 



The overhead projector and 
the acetate transparency 
have been the mainstay of 
schoolroom, boardroom and 
sales presentations since the 
1950s. 

They may not be very 
high-tech, but overhead pro- 
jectors are versatile, cost-ef- 
fective presentation tools 
that are easy to use and 
transport. As a result, 
despite frequent predictions 
Of their immin ent demise, 
they continue to flourish. 

For the business traveller, 
provided there is an over- 
head projector at the other 
end of the trip, aH that needs 
to be carried is a set of trans- 
parencies - and a back-up 
copy is a sensible precau- 
tion. Some overhead projec- 
tors are light enough to be 
carried around. 

The development of power- 
ful graphics and presenta- 
tional software, together 
with printers capable of 
producing high quality col- 
our images in-house, has 
given the overhead projector 
a new lease of life, as have 
liquid crystal display (LCD) 
panels. 

According to some esti- 
mates. overhead projectors 
and slide projectors are still 
used for the vast majority of 
internal business presenta- 
tions. although LCD, cathode 
ray tube (CRD and portable 
digital light processing pro- 
jectors are making inroads, 
particularly for large-scale 
presentations and sales 
pitches where image quality 
considerations are para- 
mount 

There are two basic types 
of overhead projectors - 
transmissive and reflective. 
Transmissive projectors 
have the light source (bulb) 
in the base of the ma chine , 
while the light source for 
reflective projectors is in the 
head of the projector. 

Transmissive projectors 
are usually brighter and the 
images are typically sharper, 
but they tend to be larger 
and, heavier. If you intend to 
use a LCD projection panel 
linked to a PC, a bright 
transmissive projector is a 
must. 

If you want portability, 
and will be using only trans- 
parency film, a reflective 
prelector is a good choice 
because they tend to be 

smaller and lighter in 
weight. 

Even then, not all over- 
head projectors are equal. 
The main, variables include 
fens quality, brightness and 
lamp types. Other options 
designed mainly for those 
using LCD panels include 
built-in power outlets cm the 
projector and a “flip-in* 
magnifier which enlarges 
the projected image when 
using a LCD panel 

Even with an LCD. over- 
head projectors do have limi- 
tations. For example, for an 
effective presentation the 
room lights must be 
dimmed, in addition, the pre- 
senter has to concentrate on 
changing transparencies 
manually, and image clarity 


era ted presentation can be 
stored on a centra] server or 
company intranet, to be 
downloaded and adapted as 
required. 

Once loaded onto a porta- 
ble PC they can then be 
manipulated, adjusted and 
displayed on LCD or CRT 
data projectors. But while 
CRT projectors usually 
require a specialist * 1 install 
and set up. and ore best 
suited to permanent installa- 
tions. the new breed of 
small lightweight LCD data 
projectors are designed for 
mobile presentations. With 
some machines weighing 
less than l(Ub (4.5kg), LCD 
data projectors are easy to 
carry around and can be set 
up to use in minutes. 

For example. Lightware’s 
Viewpoint projector weighs 
just over 9lb and yet its man- 
ufacturer claims a propri- 
etary optical system enables 
it to project sharp, vivid 
images at 270 ANSI lumens 
on any screen up to 50 
inches diagonal — even with 
t he l igh ts on. 

LCD projectors have tradi- 
tionally been hampered by a 
limit on the level of resolu- 
tion they could offer, 
although with the latest gen- 
eration of machines this is 
becoming less of an issue. 
Cost, however, is still an 
important factor, with LCD 
data projectors starting at 
around £5,000 and CRT mod- 
els at £10.000. 

However, harnessing the 
latest technologies can be 
crucial to winning big 
As the London-based Presen- 
ration Company notes; “In 
business, windows are small 
opportunities enormous. You 
have to get it right.” 

The Presentation Com- 
pany. whose clients include 


sometimes leaves much to be 
desired. 

More fundamentally, 
transparencies are a static 
medium, diffic ult to update 
and tailor for a specific audi- 
ence starring from scratch. 
In contrast, the source mate* 
rial far as electronically -gen- 


the BBC, GEC, Reuters, Brit- 
ish Aerospace and Union 
Bank of Switzerland, pro- 
vides a range of presentation 
services from event manage- 
ment through to the pro- 
gramming of multimedia 
presentations. 

The company says the 
development of lightweight 
notebook PCs and LCD pro- 
jectors mean that an execu- 
tive can carry all the hard- 
ware required for a high- 
quality multimedia presenta- 
tion featuring sound, video 
and 3D graphics, as hand 
luggage. A few years ago. 
such a presentation would 
have required a truckload of 
equipment 

Some companies, particu- 
larly those in eastern Asia, 
are beginning to exploit vid- 
eo-conferencing as an alter- 
native to travel altogether. 
For example, the Hyatt 
Regency in Osak3, Japan, 
was the first hotel to provide 
satellite teleconferencing 
facilities, and similar facili- 
ties are now available in 
Hyatt hotels in Tokyo. Hare 
Kong, Seoul Taipei and at 
the Hyatt Saujana in Malay- 
sia. 

The Tokyo hotel which 
has provided business video- 
conferencing facilities 24- 
hours a day since February 
1995. saw the number of con- 
ferences double last year to 
as average oi eight sessions 
a month. The price of an 
average ihr 46min videocon- 
ference between Tokyo and 
London or Paris is YS7J30O 
compared with Y705.000 for a 
business class return ticket. L 



Not only do we offer unrivalled standards of 
service on our flights, »e also have more of them, 
ML flies from Europe to Tokyo, Osaka and Nagoya 
more frequently than any other airline. .And we have 
the advantage of afternoon and evening departures. 
Which means we can offer you a flight that fits in 
with your business rather than your business having 
to Si in with your flight 

For flight bookings or more information cal I your 
local JAl office or contact your travel agent 



A BETTER APPROACH TO BUSINESS 



CASE STUDY 
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Discipline brings big savings 


Multinational corporations 
have made great strides in 
recent years towards 
controlling their travel 
expenditure. Typical 
measures are national or 
even international 
consolidation of travel 
agency and suppliers, 
enforcement of travel 
policy, and the introduction 
of a corporate payment 
card. 

However, all these 
financial disciplines often 
go out of the window when 
It comes to conferences 
and training, one of the 
last areas of corporate 
expenditure to be brought 
under control by the 
procurement experts. 

All too often, each 
department makes its own 
arrangements for 
conferences, with little or 
no attempt to leverage the 
company's entire spend to 
drive better deals. Equally 
wasteful is the failure to 
consolidate conference 
spend with ordinary 
corporate travel spend. 

One company which 
discovered it was missing 
an opportunity to make 
hnge savings was British 
Petroleum. The situation is 
now being remedied by 
Allen Grimley. who retired 
as the company's business 
procurement manager at 
the end of 1997 but 
continues to work for BP as 
a consultant. 


Having taken enormous 
strides to consolidate BP's 
annp ai mainstream travel 
spend of S350m, for which 
be was recently named 
Business Travel News 
international travel 
manager of the year, Mr 
Grimley turned his 
attention to tbe conference 
travel sector. 

He was horrified to find 
conference costs spread 
among so many budgets 
that tbe company had no 
real idea of how much it 
was paying for meetings. It 
soon became clear that an 
initial estimate of 330m was 
closer to $50 m. 

Examples of waste were 
legion. Mr Grimley 
discovered one hotel where 
ordinary BP travellers were 
paying 20 per cent more 
than a special rate given to 
the company for the many 
conferences its staged there. 
He also found hotels where 
BP conference organisers 
were unwittingly paying 35 
to 40 per cent above the 
negotiated worldwide 
corporate rate. 

He attributes the wastage 
not to the incompetence of 
individuals but to the 
inevitable Inefficiencies of a 
multinational corporation. 

“The problem is the 
inability of companies to 
share information 
internally," he says. “It was 
not at all the fault of the 
people organising 


conferences. They were not 
able to look at it together, 
and although they were 
doing things systematically, 
they were not doing them 
in a procurement-efficient 
manner." 

The lack of co-ordination 
even extended to air travel. 
Airlines normally grant a 
discounted group rate for 
parties of 10 passengers or 
more, but Mr Grimley 
discovered that individuals 
were frequently being left 
to make their own 
arrangements. That has 
been changed, and Mr 
Grimley expects to achieve 
fare savings of 10 to 15 per 
cent, even if the quorum 
qualifying for tbe discount 
start their journeys with 
the same airline from 
different destinations. 

Presented with these 
problems, tbe first step Mr 
Grimley took was the same 
as for any procurement task 
- gathering information. 
Before he could negotiate 
with suppliers he needed to 
know exactly how much he 
had to spend with them. 

Mr Grimley had to poke 
around many dark corners 
of BP before he learned the 
troth, but in the process he 
discovered that excellent 
places to track conference 
expenditure are the finance 
department, human 
resources and public 
relations. 

Next, be installed some 


basic procedures for 
organisers, starting with 
automatically asking a 
hotel whether it has a 
negotiated rate with BP 
when booking a conference. 

He then turned his fire on 
the global hotel chains, 
where he had identified 
significant amounts of 
business. Eventually, he 
concluded a deal with three 
of them, each of which 
devised a corporate package 
specifically for BP. These 
included not only an 
agreement on rates but 
extra benefits such as 
discounted or free leisure 
facilities. 

Also built into the 
agreements was an 
incentive to use the chains 
more, with an incremental 
discount based on the 
number of conferences 
booked. However, BP’s 
corporate culture does not 
permit Mr Grimley to force 
tbe agreements on 
conference organisers. 

Part of the commitment 
Mr Grimley is seeking from 
the chains Is the granting of 
last-room availability. With 
occupancy levels at record 
levels in many leading 
cities, hotels are refusing 
last-minute conference 
bookings in the belief that 
they can sell the rooms at a 
higher rate to individual 
travellers. 

To belp secure this side of 
the bargain. Mr Grimley 


says It is best to make one 
person in tbe hotel chain 
responsible for the 
corpora t e conference client 
That person is then charged 
with ensuring individual 
properties honour the 
agreement concerning 
availability. 

In return, Mr Grimley has 
promised geographical 
flexibility over 
hastily-arranged 
conferences. If the meeting 
involves BP personnel from 
around the world, he will 
alloW the hotel company to 
choose the location, as long 
as it guarantees to find 
somewhere and to find it at 
the agreed rate. 

To complete the loop of 
his reforms, Mr Grimley 
has made one final 
requirement of the selected 
hotel chains: information. 
“Part of the spin-off is that 
the hotel companies will 
have to be more pro-active 
in tracking and reporting 
back spend," he says. 

BP is also set to introduce 
a corporate payment card 
for its employees, which 
will be invaluable for 
tracking and categorisi n g 
travel expenditure. Armed 
with that data, do not bet 
against Mr Grimley 
extract in g even better 
savings next year. 


Amon Cohen 


EMILUONS WASTED 
ON BUSINESS TRAVEL 

Companies are wasting millions of pounds every year paying too much for 
their business travel. Instead of spending time searching out foe best deals, 
they just start spending, unaware of how they can save money by 
managing travel more effectively. 

Are you one of them? Are you paying over the odds for flights, hotels, 
car hire and the like? 

Find out by visiting Business Travel 98, foe premier event dedicated to 
managing company travel expenditure. The exhibition brings you face to 
face with foe world's leading travel providers, so you can negotiate directly 
for foe keenest prices in foe market and listen to foe advice of respected 
speakers at what are widely regarded as foe best corporate travel seminars. 



For complimentary admission tickets, 
call the Ticket Hotline on 

0181 710 2185 *r fa* on 0181 673 1335 

or bring this ad with you to the show 


Business Travel 98, Business Design Centre , 
Upper Street , Islington, London, UK. 

Idea res: tjbe: Angel' 

10-12 February 1998 


sponsored by 

FINANCIAL TIMES 

No FT; no comment. 
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There is fierce competition among countries and even individual cities to attract money-spinning 
large events. Correspondents report from North America, Europe and Asia 



their mark 


Growth In the ; North 
American convention and- 
exhibition ■ business has' 
slowed in recent- years, 
although industry project 
tions still suggest healthy 
expansion over -the remain- 
der of the decade.' 

Moreover, dynamics of the 
market are- also changing — 
with a growing 'distinction 
emerging between the very 
large extravaganzas and the 
Increasingly popular and 
less expensive regional or 
"niche market" shows. 
Another trend- emerging is 
the splitting of shows . 
between different exhibition 
cities. 

According to data com- 
piled by the Bethesda-based 
Center for Exhibition Indus- 
try Research, the total num- 
ber of shows rose to 4336 in 
1997. with about 90 per cent 
of those being held in the US 
and a further 10 per cent in 
Canada. 

That represented a small 
decline on the number of 
shows held In the previous 
year, although the number, 
of people visiting grew 9 per 
cent to 110m. T • 

Meanwhile, the number of 
exhibiting companies was 
estimated at 1 . 26 m, down 
slightly from the 1.3m seen 
in the mid-1990s. 

However, the CEIR points 
out that because some shows 
are held on a two or three- 
year cycle, comparisons 
between, individual . years 
can be misleading: it also - 
remains fairly optimistic 
about growth, forecasting, 
that the number of shows 
will rise to 4781 in 2000. 

The CEIR anticipates that 
about half the new ahows 
will result from regional off- 
shoots of established events. 
This has already become a 
significant trend iu th^ 
industry. • • - ■ . 

“There are first-tier cities 


[such as Chicago! and there 
• are second-tier cities," says 
Courtney. Chamberlain at 

the CEDt V 

A: significant number of 
the new events are likely to 
reflect the growth of new' 
technologies within the com- 
' merdal and industrial world 
generally. For example, 
“emerging" sectors, such, as 
environmental technology 
and biotechnology, are 
expected to generate more 
than .one-fifth of the new 
shows held over the next 10 
-Fears, says the' CEIR. - 

Even so, some big cities 
stm have their eyes on toe 
highly-lucrative "mega- 
sbows"- and wtthrgood rea- 
son. In New York; fbr exam- 
ple, trade show organisers 
have complained^ about the 
size'qf the Jacob k. Javlts 
Ceptre, on Manhattan’s west 
side. At present,' this ranks 
about 12 th in the convention 
industry.. -• 

. . A study by Coopers . & 
Lybrand last year^ suggested 
that if this centre doubled Its 
exhibition space, taking it to 
third place ..after Las Vegas 
and Chicago, it could gener- 
ate about $lbn in tax reve- 
nue for the city, direct visi- 
tor -spending and employee 
salaries, v 

But even size does not 
ensure a peaceful life- Chica- 
go’s vast McCormick Place, 
which lies at toe heart of the 
city's $4.7bn convention and 
^ trade show business ^and is 
the biggest, single facility in 
the US, has been the subject 
■ of contention pending legis- 
lation designed, to cut the 
labour- costs and make it 
more co mp e titi ve - 

The plan. was defeated in 
.-toe state senate last year* 
but is expected to resurface 
.early this year ly - • 



Glamour alone 
is not enough 


Exhibition statistics can be confusing; what fct certain, however, is that the ‘mega-shows’ are big business for cities (Wo a? 

Bad news can be good news 




Nikki Tart 


The collapse of the Asian 
tiger economies may be bad 
news for the regional travel 
trade, but good news for con- 
ference organisers from fur- 
ther afield. 

South-east Asia was ■- 
until recently - one of toe 
world’s festestgrowing mar- 
kets for international busi- 
ness and leisure travel, both 
as a destination and as a 
source of customers. 

. In particular, intra-re- 
gional travel was starting to 
account for a higher propor- 
tion of the market as more 
south-east Asian countries 
joined toe ranks of rapidly- 
developing economies, and 
their citizens developed the 
taste and spending power for 
-international travel. But toe 
currency and financial crises 
are now threatening that 
expansion. 

v Companies suffering from 
' difficult economic conditions 
often choose business travel 
as one of the first areas to 
make economies: making 
-‘fewer' trips, staying in 
cheaper hotels, and giving 


tighter subsistence and 
entertainment allowances 
are obvious steps. Atten- 
dance at conferences and 
exhibitions, particularly 
overseas, is also too often 
seen as an unnecessary perk, 
rather than a business neces- 
sity. 

The long lead-time in con- 
ference p lanning - bookings 
are often made years, rather 
than months, ahead - means 
that it is too soon for the full 
impact of the crisis to be vis- 
ible. But if toe faster-react- 
ing tourist market can give 
any clues, the picture is 
bleak. 

Looking on the bright side, 
half-empty aircraft and 
vacant hotel beds should 
make it cheaper for non- 
Asian based organisations to 
hold events in what had 
increasingly been seen as an 
expensive destination. 

Hong Kong, in particular, 
has been losing conference 
and exhibition business to 
Singapore, not because of_ 
worries over its future after ' 
July 1997 but because hotel 


room prices have got out of 
band. Several large exhibi- 
tions which had been held in 
Hong Kong for the past few 
years are relocating to Sing- 
apore this year in a cost-cut- 
ting move decided before the 
economic meltdown. How- 
ever. the shift a way from 
Hong Kong may start to 
reverse if Hong Kong is 
forced to abandon pegging 
its c u rrency to the US dollar 
or continuing lack of busi- 
ness pushes hotels into low- 
ering their rates. 

Additionally, at a time 
when visitor numbers are 
likely to go into at least 
short-term decline, there is a 
possible glut of new hotel 
rooms and large-scale ven- 
ues in the Asia-Pacific 
region. 

Singapore, which is 
already well-served with con- 
ference and exhibition ven- 
ues, has just started con- 
struction of a vast new 
exhibition centre, due to 
open in 1999. Sydney is rap- 
Tdly -building extra hotel 
capacity far the 2000 Olym- 


pics, but filling the rooms 
before and after the games 
may be more difficult than 
anticipated. 

Tokyo has added several 
new venues for large confer- 
ences and exhibitions over 
the past couple of years. One 
stunning new location is toe 
Tokyo International Forum, 
a huge glass building near 
Tokyo Station, which opened 
in late 1996. while Tokyo Big 
Sight, an unusual-looking 
exhibition centre in a devel- 
oping area of Tokyo’s dock- 
lands. has proved a popular 
location for trade shows. 

Japan's higher hotel rates 
and air fares still deter many 
conference and exhibition 
organisers aiming at a broad 
international market, how- 
ever. 

Bargain-hunting organis- 
ers with doUar-demoninated 
budgets look set for a good 
time as the region’s econo- 
mies and currencies try to 
regain strength. 

Bethan Hutton 


Britain’s fashionable new 
tag. Cool Britannia, is doing 
wonders to strengthen the 
country’s position as a 
trend-setting nation where 
the big movers and shakers 
go to clinch deals and do 
business. 

For years Britain has 
taken second place to the US 
for hosting international 
association conferences, 
according to figures for 1996 
- the latest available - from 
1CCA fthe International Con- 
gress and Convention Asso- 
ciation). But there are high 
hopes that toe UK will have 
clinched the top slot when 
the statistics for 1997 are 
analysed later this year. 

London is already top dog 
in Europe, according to fig- 
ures from the UIA (Union of 
International Associations), 
with Paris at its heels in sec- 
ond position. 

But a more worrying pic- 
ture comes from the I C-CA 
figures [the two organisa- 
tions use different criteria] 
which put London in 15th 
position, compared with a 
laudable third slot only four 
years ago (Edinburgh li es in 
12th place). So what has hap- 
pened to Cool Britannia’s 
capital city? The likes of 
Copenhagen, Vienna, Buda- 
pest, Barcelona and even 
Jerusalem are stealing its 
thunder. 

Vienna has always been a 
rival but is now promoting 
itself more strongly. Buda- 
pest sells itself on its beauty 
and much cheaper hotel 
accommodation. Similarly, 
Barcelona is a fashionable 
destination and has good 
facilities and hotels since the 
massive building spree for 
the 1992 Olympics. Jerusa- 
lem is a mystery as far as its 
ranking goes. 

Britain has always sold 
itself on toe use of the inter- 
national business language. 


the professionalism of its 
conference organisers, and 
ease of access through Lon- 
don Heathrow. These fac- 
tors, coupled with its trendy 
image, are a strong argu- 
ment for holding a confer- 
ence or exhibition in Lon- 
don. 

But London often loses out 
because it lacks a major, 
purpose-built conference 
centre. Its biggest facility is 
toe Queen Elizabeth 2 Cen- 
tre in Westminster, but it 
can accommodate only 1.100 
delegates. Compare that to 
Birmingham's NEC, capacity 
16,000, or the Clyde Audito- 
rium in Glasgow, 3,000, or 
even the International Con- 
ference Centre in Edinburgh, 
1200. 

Regional airline services 
are pushing a lot of business 
the way of Birmingham, 
Glasgow and Edinburgh, but 
many conference organisers 
want toe kudos of a capital 
city. 

The capital does offer suf- 
ficient capacity in Wembley 
(capacity 2,700 in the Grand 
Hall) and Alexander Palace 
(7250 in the Grand Hall) but 
they are both considered too 
far out of central London. 
Neither are easy to get too 
or are serviced by a good 
enough spread of hotels, res- 
taurants and the myriad 
other services needed. 

Event organisers have 
been circumventing the 
shortage of a central London 
venue by splitting confer- 
ences. The main conference 
takes place in the QE2 and 
the overspill, the plenary 
sessions, the break-out ses- 
sions and so forth, take place 
in adjacent or nearby build- 
ings such as Westminster 
City Hall or the Royal Albert 
Hall. 

Gillian Upton 
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FIERA MILANO makes for good business 



Exhibition Calendar from January to May 1998: 


international DogShMfin Milan - 


isbonal. Exhibition of szstlooery. _■ 

• aftf canjooard prodWSs.’ articles *br ■ 
jl and fine arts 


1988 

ational EvatriJon of gift artietefti- 
■nerj Items, costume “t* 

K*' supplies . . 


25-27. 

HmWMwISM. 

MwrwttoraTSoortswar, sports articles 
aid camping eaufomemBMiWafl 

frWatawy. 

NKtrsptagiBM 

International EidHWtlon oTTAblevrere. 
Korisetoid aid Gift Re ms, Sdwnnw, 
Gottsmtth's Items, Welches 

20-22 FefcCBSiy 


'htemalio«f E*NWtton of professoral 
omaherital horticulture. «nm*owii and 
‘ " l tacfwflofiF and 


2W6 February 
W1X 

World Investments in Tourism • Conference 
4'Exrtbrtwn 

25 Ffcbnrery • 1* March 
Bit 19Q8 

International Touram Exchange 

2MtMmr ' 

Son CreW 1988 

Spociati tffl compiler anted leefwologias 
exhibition 

27 


MMvdi 

CartaoreicS 

Exhibition of com* snips end cartoons 


11-14 Marc* 


1521 April 

Kooplarea 


rfn 


ban ssartei of Hondlereft Typte# .. 

sts ' v ; 

dal tH o ciritn l w 

ttemational Toy -Exhibition Modal- ■ 
o Hobby. Cfids&ra® Deeorouons, 
el. items ■' _ . V ' 



O rilWfr - : . 

. Sdiodfand trammg.«xiis« gwtence ; 

2WSFa£«rejr 

BJijjIBojvCaifBfMce Nature Bnd Health 


Wfcnefl’s vresr - £oUeak*s 

. 27 February - 7 March 
* Ittano CaQaadtafli Donaa 

Women’s wear - Fan/ Winter 1S98/1669 
-Collections 

24 Hards ’ 

Mods ta'TMCKto & Accessed 

TeudSe. proposals lor SpringSummer 1999 
ctotMng 


“B* Safcroe M Ubro • d«Ba 
CopMlcadoM ReggSoaa 

Exhtttam o( Religious Books and 
Communication 

54 March 
P o rent Acta 

Exirtutioh for Places of Worship and 
Reflgjous Communities 

13.-13 March 
P T creatio n Expo 

Exhibition Of promotional objects and 
business gift. Promotions service. Point 
Of Durchsse advertising materials end 
odteeis 


1X041 
FWdlmns Conxwreae 

IS* 1 Biennial ritoratiorai exhibition of 
tmar transmlsBion, litre aid control 
equipment end eflgmwwig design 


International clothing industry machinery 
and accessories snow 

IMS Manta 

“3* International leather goo* Exhuution 

12X5 Marcs 
Httnr 

Rr ana Warner Exneston 

2529 March 

31 1 * Mostn CoovegttO Expoeomfort 
IMS 

3i e Heating, AirCOftttlJOnpng, 
Refrigeration. Pturrtwig & Sanitary 

Insmtfflions. Bathroom fittings. 
Interrstionai Erhioirion. 

2529 Maxi? 

SrevtUa 

Exhibition of servsa* for the HVAC one 
sanitary tnsujllations seems 

1921 April 

■ztooafo M I 


37* Intema.tona! furniture ErfuMcn 


12* Furnishing Accessories Exhibition 

1521 Aj*8 
Enroloca 

19* international bgning Exhdxtmn 

MO MH 

te twuA PO PW a rMTAathprerialo 

International antiques ExhlMDon 

6-10 Hay 
Gratttafia 

Exhibition □! meennery and materials fbr 
the printing, publishing end electronic 
publishing industry 

Mombjt 

C wWto Earepe 

International Exhibition for the paper, 
paper converting, package printing 
matfunes ana mammas 

911 May 
Mlart 

Mocem and Contemporary An far 


911 May 

Hdum 

bitematnnal Optics, Optometry and 
0pmhahnok®r Eihttxbon 

202* May 
tatuUmWI * Xjriexpo 

16* World Exhbtion for woodworking 

Tedmokaer 

2024 Hay 


16* international exrttmion of accessories 
and sein-fintshed products for upholstered 
fumitixe end the woodworUng mdustry 

2226 May 

mmiMp/Expo Maritat 1990 

international orutitlon ol equunem. 
services and technologies for stores, 
bade shows and exhibitions 

23-27 May 

C a npw o mrr i nw la Sfrm 1998 


38" National Congress of tne Italian 
Society of Medical Radiology 

OATES OFEXKSntONS M* CHAHcE 


lO" 1 ® 


m 


iltAWlf 


All the best of the worid 


' ‘ ^ : tfera Mtfano : Urgo Oomodossola. 1 - 20145 Milano - Tel. (+3912) 4997.1 - Fax (+39.2) 4997.7179 - Telex 331360-332221 EAFM I - http://www.fleramllano.com 

? ' -Rejiresentetive for 'Great feftain, Ireland: OVERSEAS THADE SHOW AGENCIES Ltd. - 11, Manchester Square - GB ■ London WlM 5AB - Tel. 0044^171-4861951 - Fax 0044^17: 


0044-17 1'4873480 








Air travel 


FINANCIAL TIMES THURSDAY FEBRUARY s 1998 





Bow-ties to burgers: financial rewards for retalers and airports 
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When passenger 
trouble strikes 

Onboard incidents are few, but they still present a big 
problem for airlines. Michael Skapinker reports 


A few years ago, in Senegal. 
Hans Krakauer fell into con- 
versation with a senior 
French military official. 
What, the official asked, 
were airlines going to do 
about crowd control when 
600-seat "super jumbos" 
began flying? 

Mr Krakauer, senior 
vice-president of the Interna- 
tional Airline Passengers' 
Association (lata), confessed 
that he had noL given much 
thought to the problem. He 
has now, however. 

Airlines worldwide are 
worried about how to control 
their passengers, even 
though 600-seat super jum- 
bos have yet to proceed fur- 
ther than the aircraft design- 
ers’ computer screens. 

It is not crowds the air- 
lines are worried about, but 
individual passengers who 
become violent, abusive or 
disruptive in mid-flight. 

Last year, a 50-year-old 
woman passenger on a Brit- 
ish Airways flight from Mon- 
treal to London was sen- 
tenced to two years’ 
imprisonment in the UK 
after assaulting cabin crew 
and tben attacking the 
police officers who arrived to 
arrest her after the aircraft 
has landed. 

In 1996. a disruptive pas- 
senger on a domestic US Air- 
ways flight was sentenced to 
51 months in prison and 200 
hours community service. 

Airlines say the problem is 
becoming worse, although 
they admit they cannot 
prove it. There are few reli- 
able statistics and. as with 
crimes such as domestic vio- 
lence, it is possible that 
cabin crew are simply 
reporting more incidents 
than they did in the past. 

Mr Krakauer is convinced 
that, if the problem is get- 
ting worse, it is not because 
the passengers have 
changed. “We’ve always had 
violent and indecent passen- 
gers on flights. We don't all 
of a sudden have worse pas- 
sengers than before." 

What has happened, he 
says, is that flights have got 
longer. The 10 or 11-hour 
non-stop flight in a Boeing 
747 is a fairly recent phe- 
nomenon. It appears, he 


says, that most violent inci- 
dents occur on these long- 
haul trips and very few on 
short flights. 

Iain Bums, a spokesman 
for British Airways, agrees 
that violent passengers are a 
tiny minority. He says that 
although BA flies 35m pas- 
sengers annually, it experi- 
ences only 10 to 15 violent 
incidents a year. 

However, with passenger 
□umbers expected to double 
over the next 20 years, the 
□umber of violent incidents 
will increase proportionately 
unless something is done to 
stop them. And, however, 
small their number, violent 
incidents are deeply upset- 
ting to crew and other pas- 
sengers, and potentially dan- 
gerous to the flight 

What can be done to elimi- 
nate passenger violence on 
board? The first step, airline 
staff say, is to make it clear 
that such incidents wfll not 
be tolerated. While this may 
seem obvious, industry offi- 
cials say that airlines have 
occasionally played down 
the problem in the past, and 
ignored cabin crew demands 
for action. 

The Airline Pilots Associa- 
tion of the US (Alpa) last 
year sponsored the first 
international conference on 
the issue. Randolph Babbitt, 
Alpa’s president, says air- 
lines and airports had to 
adopt a similar attitude to 
passenger violence as they 
did to on-board security in 
the 1970s. 

“We have to educate the 
public as to the seriousness 
of the offence." Mr Babbitt 
says. “When the airports 
first installed X-ray 
machines and magnetome- 
ters, people were making the 
mistake of not taking it seri- 
ously. They’d crack jokes 
about there being a bomb In 
their luggage and, the next 
thing they knew, they were 
being given the third degree 
by a bunch of security offi- 
cers who didn’t see the 
humour in their fooling 
around. 

“The same thing applies 
here. We have to let people 
know that violent, disruptive 
behaviour on board aircraft 
Isn’t going to be dismissed or 



taken lightly. The judges are 
going to hand down sen- 
tences that reflect the fact 
that you have endangered 
dozens, if not hundreds, of 
airline passengers." 

One of the difficulties is 
that while judges in the UK 
and US have shown a will- 
ingness to send violent pas- 
sengers to prison, many 
countries will not even pros- 
ecute offenders if the airline 
is a foreign one. 

Many in the industry 
argue that at least as much 
attention should be paid to 
preventing incidents as to 
prosecuting offenders. Dis- 
ruptive passengers are, like 
many other violent offend- 
ers, drunk. And many have 
begun drinking before 
boarding the aircraft 

BA announced last year 
that its staff had been given 
the power to prevent any 
passengers who appeared to 
be drunk from boarding 
their aircraft They had also 
been told to stop serving 
in-flight drinks to passengers 
who appeared to be drunk. 
They could also confiscate 
duty-free alcohol from pas- 
sengers who had had too 
much to drink. 

Mr Krakauer say that air- 
lines need to look carefully 
at passengers before they 
board the aircraft Many of 
the incidents which occur In 
the air have their origins in 
events that occurred before 
boarding. Delays and lack of 
information, added to heavy 
drinking, lead to some pas- 
sengers entering the aircraft 
in an explosive frame of 
mind. 

In a letter to the US Fed- 
eral Aviation Administration 
last year. Mr Krakauer 
argued that early interven- 
tion was far better than 
attempting to deal with the 
problem once the disruptive 
passenger was on board. 

He wrote: "It most be 
remembered that the process 
of 'unloading' a passenger 
once boarded represents a 
major operational and eco- 
nomic loss. The flight will 
probably miss its slot, have 
at least a one-hour delay and 
create potentially serious dif- 
ficulties with passengers : 
already on board.” 

Airlines used to have staff 
Ln the waiting areas who 
could watch out for these 
sorts of problems. Mr Krak- 
auer says. But, he adds, 
man y airlines have Shed SO 
many staff that they no lon- 
ger have sufficient employ- 
ees to mingle with passen- 
gers before boarding. If 
airlines want to show they 
are serious about preventing 
violence, they will have 
show they are willing to 
devote the resources to do 
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A breath of fresh air 
at the Malmaison 

Michael Thompson-Noel fincjs ajtouch of style, a helping of humour and, 
should the rnodcl take him^ th0 opportunity to press his own shirts 


IT you need to/visit 
Newcastle, in north-east 
England, you could - do far 
worse than stay in the city’s 
Malmaison hotel. - It is. cen- 
trally located; inaconverted 


. toi visit- iroomer in . Leeds. Sites in. 
north-east _ London., and Parts : are 
uld-do far' studied. - ■ ■■•.--'•■ ,' *'• 

n the city’s - My suite in the Newcastle 
-It is. den- ' Malmaison. which costs £230 
a converted per ni ght lh midweek and 


warehouse, at the heart of, £200 per. nfe^ai. weekends, 
the Quayside- development, is - above *n[ - : yrt y»sb . beeu- 


overlooking the RiverTyne. 

Its hackers call it a "clas- 
sic contemporary hotel with 
a French brasserie”; which 
is exactly what it is. And it 
claims to offer “great, style 
and great value” - asser- 
tions with which few guests 
would dream of quibbling. 

It opened last November 41 


tifully Bit qnd&ansuaBytweU 
equipped. There is no clutter 
-but there is plenty of colour. 
As a result the effect is up- 
beat . and' .-cheering rather 
than grpidy. minimalist. 


where you Hie." 

In its promotional bumf, 
the group describes one of 
the ways it saves, on tradi- 
tional hotel overheads while 
attempting to remain flexi- 
ble. Its aim. it says, is to 
provide contemporary 
accommodation that repre- 
sents outstanding value. -As 
part of this affordability 
package,” It adds, “it Is not a 
part of our normal service to 
-provide porters, room ser- 


'• All rooms have CD play-.- vice or turn-down. As part of 
ers> 'a lO-channel TV set, pur can-do culture, however. 


tredser press and hairdryer, 
but I see that my suite las 


Its young, enthusiastic and ' something quite unexpected: 
personable staff, . many of aniron and ironing board, 
them locals, haven’t quite stored th. a. cupboard. I have 
got the bang of every- last- ;istayed in hotel ■ suites that 
little thing. But the Malmai- have cost three - even five - 
son story - one of the most : times as much as this, and 
successful in the recent his- ' been far less ; impressed, 
tory of the DK hteel' bttsi^ ; (Smaller .suites at -the New- 


ness - looks set to run and 
run. 

4pm: 1 am in my suite on 


castle Malmaison cost :'£165 
to £19$ per night; executive 
twin-bedded roams cost £115 


"■ ?v HMetx a 

*"***■ - 
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the seventh floor, and won- to £145 per night; ordinary 
dering how long ago it was doubles costj£65to.£95 per 


that I encountered such a night), 
pleasing hotel room:- Years, -- Not 
probably. --v * motto 

So far, there are three Mai- group 
maison hotels: Glasgow (75 corpox 
rooms and suites), Edin- itheyd 
burgh (60) and Newcastle old-st) 
(116). A Manchester Malmai- hotels, 


- Not surprisingly, ■ the 
motto of the*-' Malmaison 
gnrap -• intended to remind 
corporate -travellers - that 


it is also,. .our policy to try 
to never say *No*. So. if you 
heed help at any 
time. ..please ask.” 

Another -insight into Mal- 
maison 's business philoso- 
phy involves the (promised) 
response- to guests who want 
a cab. “If you would like us 
to call you a taxi.” it tells its 
guests, “please call Recep- 
tion, who will oblige with 
the immortal Ht>p- 'You’re a 
taxLT They'll also order a car 
for you.” 

7.30pm: I am having din- 
ner with the nan behind the 
Malmaison concept, .. and 
starting . to understand 
where the group's breath-of- 


rooms and suites), Edin-- they do not have to stay in fresh-air humour, diligence 
burgh (60) and Newcastle eld-style,, business-chain and - a word he uses - 
(116). A Manchester Malmai- hotels, however -.tried and “funkiness" come from, 
son of 116 rooms opens - -trusted such boetelries may They come from the man 
shortly, fonowed by a 100: be.„- is: “It’s your life. Stay htpiseif, Ken McCulloch, one 


of Scotland's most respected 
hotelier-businessmen, who is 
Mahnaison’s chief executive. 

The food in the brasserie 
is excellent. We are only 
drinking water, but the bras- 
serie claims to offer well- 
sought -out wines, plus 
“unique Belgian, Scottish 
and Newcastle beers". 

“Malmaison is built on 
simplicity,” Mr McCulloch 
tells me. It’s guest rooms, 
restaurants, lifestyle [he 
means the hotels’ high-tech 
fitness clubs] and meeting 
rooms. That's it Simple. I 
like things that are simple. 
For example, food should be 
simple but tasty. Always 
tasty ” (As well as the usual 
hardware, the Malmaison 
gyms have mixed saunas 
and solariums). 

Mr McCulloch’s success 
with the Malmaison hotels 
has owed a lot to his close 
relationship with Robert 
Breare, chief executive of 
Arcadian International, a 
Surrey-based hotel and lei- 
sure group, which recently 
accepted a £92m bid from 
Patriot American Hospital- 
ity, a big US hotel and prop- 
erty company, which has 
options .to acquire the 
remainder of Malmaison 
(Arcadian owns 35 per cent). 

“I am meeting the Patriot 
people in the US next week." 



A Malmaison bedroom: styfeh, cheery and, for the money, unusually weS equipped 


Mr McCulloch tells me. “and 
looking forward to it. I will 
run Malmaison for them. I 
expect they will wish to 
incentivise me.” He grins. 
“With their sort of backing, 
We’D now have the clout to 
drive the Malmaison opera- 
tion forward, though I do not 
want to dilute the formula. I 
think the Malmaison 
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approach would work well in 
most of Europe's capitals. 
And it would succeed in the 
US. 

“The three Malmaisons in 
operation so far are similar 
but not identical. In terms of 
price, they are aimed at mid- 
market. where I particularly 
wanted them to offer out- 
standing value for money. 1 
wanted to take interesting 
buildings and do something 
different with them.” The 
Glasgow Malmaison occu- 
pies a former non-conformist 
church. The one in Edin- 
burgh is set in a Victorian 
baronial-sty] e building with 
clocktower overlooking the 
harbour and port of Leith. 

“Glasgow and Edinburgh 
opened within a month of 
one another in 1994. which 
was freaky, because if some- 
thing had been wrong, there 
was no way we could have 
changed things,” he contin- 
ues. "Fortunately, they filled 
at once, and made money 
straight away, while New- 
castle has bad an occupancy 
rate in the mid-SQs since it 


opened. It's full tonight - 
and this is January. 

“The food and beverage 
side is something we take 
very seriously. It is unusual 
for hotels to really want 
their guests to stay the night 
and eat in the hotel restau- 
rant. But we do. 

"It costs a great deal of 
money to build hotels these 
days. The big questions are 
always; can you build on 
time and on budget? Can 
you fill? Can you maintain 
whatever it is that is distinc- 
tive about your brand? Mal- 
maison is the first home- 
grown UK hotel brand for a 
very long time, and so far it 
has been a success. 

“Let's face it; business 
travellers would far rather 
be at home than staying the 
night in a hoteL So we say- 
stay where you like. Stay 
with us. Have fun. But we 
are constantly fine-tuning. A 
hotel operation is evolution- 
ary in nature. It must strive 
to get better every day.” 

8.30am tbe next morning; 
/ am having breakfast, and 


noticing bow eagerly tbe 
young restaurant staff treat 
all requests. But I wish they 
did not say “No problem]” 
quite so frequently. It is get- 
ting a little tedious. 

"Can I have some 
ketchup?” I ask. 

“No problem!" 

“Some sugar?” 

“No problem!" 

“A spoon?" 

“No problem!" 

"An ashtray?" 

"No problem!” 

Later, in the silting room 
reserved for people staying 
on the 7th floor, a guest tells 
a young staff member that 
his coffee is cold, and asks 
for some hot stuff. 

"Is it reallp cold?" she 
asks, wonderingly - and 
sticks a finger in his cup. 
"Yes” she says. “It is cold.” 
She tells him it will take 10 
to 15 minutes to find some 
hot coffee, and leaves the 
room. 

I and the other guest agree 
that, all in all. tbe Malmai- 
son experience is - yah - 
really funky. 


This is what is 
really wanted . . . 


Hotel amenities and customers’ 
needs are not always in tune, says 

Scheherazade Daneshkhu 


A home away from home is 
one of the most frequently 
chanted mantras in the hotel 
industry. The refrain for 
hotel chains aimed at 
wooing business travellers is 
“an office away from the 
office”. 

There are oodles of sur- 
veys to show just how hard 
business travellers are work- 
ing these days, and bow they 
need an office instead of a 
bedroom when it comes to 
staying in a hotel. 

More business travellers 
spend time working in their 
hotel rooms than ever 
before, according to a study 
of business travellers by 
Hyatt hotels. The over- 
whelmingly majority feel 
under pressure to be produc- 
tive when travelling. 

Eighty-three per cent of 

employees said they worked 
harder than their bosses on 
business trips, and 85 per 
cent of bosses said they 
worked harder than their 
employees, according to the 

survey. 

Business travellers are so 
busy that some companies 
encourage them not to travel 
at alL Xerox, the office tech- 
nology group, says it has cut 
back the number of business 
trips at its UK-based 
operations by one-third over 
two years. John Cash, man- 
ager of purchasing and 
travel operations, says travel 
Is being reduced to save 
money and to eliminate 
"dead time” when people are 
travelling. There are other 
ways for people to communi- 
cate than to meet physically, 
he says, adding: “I've got a 
three-hour conference call to 
the US this afternoon.” 

This is the sort of stuff 
that leaves hotels quaking in 
their basement business cen- 
tres. It is not a waste of time, 
they protest, because you 
would never guess you were 
out of your office when you 
come and stay with us. 

All too often the reality 
falls short of the claims. 


Workstations turn out to be 
modest ly-sized tables with 
what little free space there is 
on them taken up by hotel’s 
promotional material. 

The hotel may have prom- 
ised a spare data port with a 
dedicated line but often that 
turns out to exist in only 5 
per cent of its rooms at 2 per 
cent of its hotels. If the inter- 
net is available on the televi- 
sion it is almost invariably a 
tailored version. And on 
enquiring why there is no 
fax in the room, you may be 
told that the guests have 
said they do uot like the 
noise it makes in the night 

Hotels have to balance the 
expense of providing busi- 
ness services with the 
demand for them. Most have 
decided that the cost-effec- 
tive way of doing so is to 
have dedicated areas for the 
business traveller, be they 
rooms on a business floor for 
which they can charge extra, 
or a business centre. 

But how great is the 
demand for an office away 
from the office? Do business 
travellers really spend most 
of their time on business 
working in the room? A sur- 
vey conducted for Inter-Con- 
tinental interviewed 6.000 
users of four and five-star 
hotels at airports. It asked 
what the most important fac- 
tor was for choosing a hotel 
for business. 

You might have expected 
e-mail, internet access, data 
port, fax machine and big 
desk to compete for the top 
demand. 

Not a bit of it. according to 
the results released last 
month. What laptop and 
mobile phone-clutching trav- 
ellers wants most from a 
business hotel is a quiet 
room. Their second demand 
is a clean room. These mod- 
est demands are followed by 
being able to control the 
room's temperature. 

They are also keen on high 
safety standards and to 
avoid hotels located in areas 


where they are likely to be 
mugged as soon as they step 
out of the door. Next on the 
list of demands is one for an 
efficient messaging service 
and tbe availability of non- 
smoking rooms. They also 
want the hotel to be near the 
city’s business centre and 
for it to have rapid turn- 
around cleaning sendee. 

hi fact, none of the things 
you might think the harried 
executive wants from the 
hotel room featured in the 
top 10 list of demands. 

Arie van der Spek. 
vice-president of marketing 
for Holiday Hospitality in 
Europe, the Middle East and 
Africa says there is tends to 
be a misconception in the 
industry about tbe business 
traveller's' needs. “We 
always assume guests want 
to work in their room, but 
that is a wrong assumption 
because travelling is stress- 
ful and travellers seek com- 
fort in the room. In order to 
relax in preparation for the 
next da}' you need space, a 
sofa and a good TV.” 

He says there is an 
increased demand for inter- 
national sports channels and 
a growing intolerance of 
makeshift gyms. “The guest 
is more critical than in the 
past. The old Holiday Inn lei- 
sure facilities were a pool 
and a gym. Now guests want 
a purpose-built gym and 
they wad to know tbe type 
of equipment you have in 
the gym - they will mention 
the brand name." 

The Inter-Continental sur- 
vey found, however, that 
travellers expert their most 
important demand of a busi- 
ness hotel in the future to be 
for high-tech business and 
communications links. Per- 
haps that is a reflection of 
feeling they ought to be 
wanting these things today 
but finding they do not. 

Inter-Contineutal says the 
entire hotel industry will 
have to change quickly to 
respond to this anticipated 
demand. A shrewd punter 
however might put his 
money on travellers of the 
future still rating comfort, 
cleanliness over an office 
away from the office. 
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Financial Times correspondents guide the traveller around some of region’s main business districts, offering 
the first-time visitor and weary globetrotter alike tips to make their journey a little smoother 


SWITZERLAND 


By '.Vi!! ism Hal! 


Switzerland, located at the heart of Europe, Is a country 
far more people pass through than visit, which is a 
mistake. It has the best public transport system In Europe 
which allows easy access to the mountains and lakes for 
which Switzerland is justly famous. Berne is the political 
capital, Zurich the financial bnb, Basle the home of the 
Swiss pharmaceutical industry . and Geneva, the 
headquarters of the United Nations. 


Visas 

Travellers from developed countries and many developing 
countries do not need a visa unless they are staying for 
more than three months. Visitors from many east European 
countries and Latin America often need them. 


Airlines 

Swissair and Crossair, its regional unit, serve 140 cities 
around the world, and most international airlines fly to 
Switzerland. Zurich is the country's main airline hub. but 
Geneva, Basle. Berne and Lugano also have international 
flights. Zurich and Geneva airports both have railway 
stations permitting hourly connections to the rest of 
Switzerland. Swissair and Swiss Federal Railways allow 
passengers to check in baggage to any airport in the world 
at 115 Swiss rail stations. Baggage from incoming Swissair 
flights and its partner airlines can also be checked through 
to the final rail stations In Switzerland. 


Local transport 

It generally saves times to take the train rather than the 
car, and public transport rather than taxis in the main 
cities. A train from Zurich airport to the city centre takes 
about 12 minutes and costs SFrS. while a taxi can take more 
than twice as long and cost around SFr45. 

Hotels 

Three well-known hotels in the heart of Zurich's financial 
district are the Baur au Lac. Widder and idle Savoy Baur en 
VUle. The Schweiz erhoF and the Marriott are both close to 
the main station, but the Odder Grand Hotel, a mile or two 
from the city centre, offers a little more privacy. Geneva is 
now less smart but still boasts some top hotels, including 
the Beau-Rivage. Richemeont, President- Wilson, Angleterre 
and Des Bergues. In Basle, the Hilton and Euler are popular 
with bankers, and in Berne the Bellevue Palace is a haunt 
of politicians. 

Eating out 

Switzerland has some of the best restaurants in the world, 
and the most expensive. If you cannot understand the menu 
in German-speaking districts, try Zurich’s local dish of 
“Geschnetzeltes" (finely diced veal served in a cream sauce) 
accompanied by “rOsti” (finely-grated fried potatoes). In 
French-speaking Switzerland, “fondue” based on local 
Gruyere and Emmental cheeses, is a favourite dish as is 
Taclette”. Of the Swiss wines, the white wine has a better 
reputation than the red. 


AUSTRIA 


BvEnc 'Ft 


Foreign visitors usually find Vienna an easy city to cope 
with. Most of the main hotels, corporate and bank 
headquarters are in or close to the city centre, and public 
transport is excellent A visit to a traditional coffee house 
ought to be included in even the tightest of schedules. 

Visas 

Nationals of most industrialised countries may enter 
Austria for up to 90 days without a visa. Some nationalities 
may require an official invitation and a financial guarantee 
from an Austrian host - and the paperwork may take quite 
a long time. All land border controls between Austria and 
neighbouring Italy and Germany are being abolished in 
April. 

Airlines 

Vienna airport is slowly developing into a significant 
European hub. Austrian Airlines, the national carrier, has 
particularly connections with eastern Europe and the 
Middle East, as well as servicing western Europe, the US 
and east Asia. Domestic flights tend to be expensive, so 
trains and hire cars may prove to be good options. 

Local transport 

A taxi ride from Vienna airport to the city costs Sch400 or 
more, while limousine services will do the same journey for 
Sch270 and an airport bus SchTO to the Hilton hotel. An 
average city taxi fare is likely to be Scbl20 to SchI50. 
Vienna has clean and quick subways and good bus and 
tram services. Tickets are cheaper if bought in advance. 

Hotels 

International chains such as Hilton. Inter-Continental and 
Marriott hare five-star facilities and are all conveniently 
located along the Ringstrasse, the boulevard surrounding 
the city centre Typical prices are Sch3.000 to Sch5,500 a 
night There are plenty of mid-range hotels and smaller 
pensioner! (bed and breakfast) and and close to the city 
centre. 

Eating out 

Vienna has a fine selection of restaurants offering local and 
international cuisine as well as plenty or eateries offering 
food at reasonable prices and good wine. Among the most 
celebrated are Steirereck (713-3168). Altwienerhof (892-6000) 
and Korson (515-16546). Good Viennese food is cooked at 
SchnattI (405-3400). Service is always included in the bUi. 
but it is customary to add a tip of 5 to 10 per cent. 


GERMANY 


German cities may not be the world's 
most exciting but they have plenty to 
offer. Their compactness makes it 
easy to get around and there are 
plenty of museums, concert halls and 
restaurants to divert the tired 
business min d. Germany is not cheap, 
but low inflation keeps prices stable. 
Shopping hoars have been relaxed, 
but are still not as liberal as in the US 
or Britain. Service also lags behind 
these countries. 


Visas 

Citizens of EU countries, the US and 
leading industrialised nations do not 
need visas. However, Germany does 
have visa requirements for a host of 
countries in Asia, Africa. South 
America and eastern Europe. 

Airlines 

Germany’s main airport is close to 
Fr ankf m-t. the country's leading 
financial centre. Lufthansa, the 
national airline, has international and 
domestic services from here as well as 


other important cities such as Munich, 
Berlin (the capital). Cologne. 
DQsseldorf, Hamburg and Hanover. 
Other leading world airlines also serve 
these cities. Domestic flights are not 
cheap, but competition is bringing 
down prices. 

Local transport 

Cities are well-served by regional rail 
links , but it Is generally quicker to 
take taxis from airports. These are 
generally around $25. although 
Munich's airport is some way from the 
city and a taxi ride into town costs 
around $50. Taxis are generally 
modem and clean, and Frankfurt even 
has a few London-style taxis. For 
long-distance travel, trains cap often 
be a quicker option than flying. 

Hotels 

There are hotels to suit all tastes. 
There are grand hotels in the 
traditional style - including the 
recently rebuilt Adlon Hotel 
in Berlin - as well as International 


■Anare'.v nsner 


hotels - which offer all modem 
comforts but lack character - 
mid -priced establishments and small . 
private hotels. Rooms for top hotels, 
such as the Frankfurter Hof, Arabella 
and Hessische Hof in Frankfurt cost 
around $170. but can range up to $280 
or more when big trade fairs are held. 

Eating out 

Germany has a wide range of 
restaurants, from traditional and 
hearty national cooking (lots of pork 
and sausages washed down with beer) 
to sophisticated international cuisine. 
Italian and Chinese restaurants 
abound. Most cities also have a 
smattering of other Asian flavours 
such as Thai, Vietnamese and 
Japanese. Wines from Franconia 
(northern Bavaria) and 
Baden-Wttrttemberg are among the 
country's best and not always easily 
obtainable abroad. 


HUNGARY 


Budapest is once «* g»iH a great European capital, with 
much of its fine arclhitectnre restored and the trace s of 
mmTno ni e m fl fr pnst vanished. It is full of pleasures.: from-a 
good opera lo an excellent zoo. However, the tourist areas 
are home to a considerable school of ‘sharks* w ho _ , “ _ 
spec ialis e in luring visitors into bars and restanirants — 
and forg et ting to show them the price list. Bills of. . . . 1 
thousands of dollars for a glass of wine are then presented 
by muscular men. 



Visitors from the EU. North America. Japan and several ‘ . 
other countries do not require visas. Business travellers 
from elsewhere can acquire them easily from Hungarian : 
co nsulates on proof of financial support. 


Airlines 

There are regular flights to Budapest from most west. .. 
European capitals, either by Malev or . International carriers, 
Flying in the region can be more problems and ; 
travellers from Budapest to Romania in particular are 
advised to book well in advance. If you are travelling to . 
B udap est from Vienna, you will probably find it cheaper 
and more convenient to drive. 


Local transport 

An excellent minib us service, will take- you from Budapest 
airport to any location in. the city for around $6. Most 
government offices, business centres and main hotels are ' 
located in Pest,, on the eastern side of the Danube. The 
public transport system there is one of the finest in the 
world. It Is rarely necessary to take a taxi, especially as the 
city centre is quite compact Buda. the billy, western part of 
the city, is more difficult to get around in without a_car. 

Hotels 

With several of the big international chains represented In 
Budapest, there is rarely a problem of finding good (if “ \ 
expensive) accomodation in the city centre. The Kempinsiri 
and fiie Marriot are reputedly the best at present. The 
Gellert, on the Buda side, is farther away and not so 
luxurious, but apart from being cheaper has the advantage , 
of an interesting art nouveau building and famous thermal 
baths. Visitors with a car, some time to spare, and a liking 
for peace and quiet might want to stay at one of the' 
Pleasants pensions (pahzios) in the Buda hills. . . 

Eating out. 

. Budapest has many fine Hungarian restaurants, most of- • 

: which are not very expensive by. west European Standards. 
GundeJ’s (321-3550); a: revived dassicfrom the period of the 
Habsburg monarchy, is the grandest; Robinson's (3434965), . 
on a lake in the nudn dtypeo^lsIhe.most.ortghiaL ~ * 
However, Hungarian cooking can be abltheavyfor some . .. 
tastes- There are also a growing number of French and ... 
Kalian resteUranfs. a'few of which, such as FaustbV ' . 
(289-6806), are very good indeed. 'j 


CZECH REPUBLIC 


Prague’s shinning architecture and maze of .cobbled side 
streets at mice distract and disorientate, but the main 
business areas neatly , overlap the main tourist hants. That 
makes Stem busy. Most banks’ headquarters and main '. 
office blocks are wlfi3^ wa]k±agdjertam* <ffthe central^ . 
Wenoeslas. Square. Parfiamehtand; its main lobby : - 
companies ancLconsidtanctes ate tucked between Charles 
Brfdf^.aMPra^Ga^ 

Visas;;' ; - a ■/ 

Russian, US aqAEU nationals do not require visas; visitors 
■ from most other'countrles do. Consult your local Czech 
Republic emba^far advice. J j,.-- " ' . . 

• ^ -•• *■ - • - . - • v : 

Airlines • '. 7 -. i. : 

Prague's new^.'gnl&fged and modernised, airport is well ..- 
served by ino^ : leading!^ Low-cost 

- domestic flights, wither .'with CSA '- .the national earner - ■ 

' or the jxrivate . Ostrava Air are - available from Prague to 
Brno flights to . . . -. - 

Bratislava anIEfls56eiti Slorokia.' I . 




SLOVAKIA 


Bratislava may be small, but its 
location of the Danube and its 
charming, delightfully renovated 
baroque centre make for an attractive 
town. The banks, government offices, 
commercial missions and parliament 
are all within walking distance of the 
centre. Some of the larger companies 
are located on the less delightful 
outskirts. 

Visas 

Russian. US and European nationals 
do not require visa, but most others 
do. As in the Czech Republic, US 
citizens may stay up to 30 days 
without a ilsa and EU nationals ISO 
days. 

Airlines 

There are very few direct international 
flights to Bratislava, although British 


Airways is negotiating for a London 
link. Most travellers use Vienna - 
about 30km away) then take a bus or 
taxL Be warned ... it can take up to two 
hours to cross the border by car. The 
train from Vienna to Bratislava takes 
less than an hour. Alternative routes 
air by air to Prague or the Danube 
hydrofoil from Budapest. 

Local transport 

A taxi into Bratislava from the airport 
will cost the equivalent of Sio to $15. 
Bratislava is so compact that, if you 
are In a burry, short trips costing $5 to 
$10 may be a good bet. For visits to 
companies on the outskirts of town, 
Yello Taxi is the most efficient, 
friendly and reliable. 

Hotels 

If full business and conference 


By joe Cook 


facilities are not a priority, try the 
Perugua. which is within wanting 
distance of almost every bank and 
official building. Otherwise, there’s the - 
Diplomat and Forum. For a glimpse of 
what thinks used to be like under ' 
communism, try the lazily friendly and . 
relatively efficient Devin. ' 

Eating out 

The "must try” in Slovakia is Brindza. 
a creamy sheep cheese usually served 
as an appetiser. For this and other 
Slovak specialities, try the Modra . 
Hviezda or Reduta. French cuisine and 
seafood can be had at CasablancarU' 
Davida is the only kosher eaterie in 
town. Chang Cheng is a local favourite 
for authentic Chinese, while Carda 
Kormoran is excellent for Hungarian 
and Slovak dishes. 


' Local "transport' s "~ ", " : * 

; Taxis frMntto^airpart to cenfrefl Bragne cost the equivalent 
-.of $12 and the buaabont$ip- Taxis in the capital are. - - - 
supposed to charge theequtfralent of 50 cents per kilometre, 
but the city’s cabbies sue notorious for fleecing foreigners. ■ 
The city has excellent public, transport A dean, efficient 
and safe metro serves most areas, and tram and bus 
sendees are effidentiy regular. Single journey: 30 cents. 

Hotels . 

Prague’s best centrally-located totals offering business 
facilities .are 'the Inter-Continental. Rennaissance. 
Hfiton-Afrfum. Eorum, and Palace. Prices range from, about 
$170 to S^per night," depending on the time of year. A 
fl ve-star Kempinski will open soon- at Old. Towel Square. . 

Eating out . *' 

The capftals restaurant scene has improved considerably to 
recent years. You can eatexceBent Indian at the Jewel of 


Pasha's.' ^ . _ _ 

with it's 'Ihnrsday,evemng s&afood buffet .(flown in that 
day) a particuM-favouritfeTr^trbha lias discreetulass. Le 

LiStXO j- w...-:.. ... ... , , - -••• 
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If your business trip allows a few days for rest and relaxation you might have the opportunity to explore 

the pleasures of your host country. Correspondents offer some suggestions 


Test a tipple or two of goodness 

Joe Cook follows the footsteps of royalty, intellectuals,, composers and playboys to some Czech spas 


Many a first-time business' trip Jo .. Although stDI popular among 
Prague is cunningly arranged for a' Czechs and Slovaks, and much tre- 
Thursday or Friday so that, the quanted by the aged and. infirm, 
visit can be extended to i nclude a the spas haye : in recent years 
weekend In one of Europe's most undergone something of a revival 
beautiful cities. For those whose as quietly frivolous playgrounds, 
business requires return trips to They are a particular fevomite of 
the Czech capital, the opportunity Austrians, Germans and wealthy 
should not be missed to engineer Russians. Their patronage 1 has 
the timetable to allow for a week- ensured the renovation of many 
end exploring central Europe’s, old elegant buildings that were 
aristocratic playgrounds, the ele- neglected under communism. And 
gant spa towns of west Bohemia. the standard, and variety, of ser- 
Steeped in history, rich in cul- vices has improved considerably in 


tural heritage and set amid some of recent years. 


the Czech Republic's most beantk 
fill countryside, west Bohemia’s tri- ; 
angle of spa s - Karlovy Vary, Mar- 
ianske Lazne and -Frantiskovy 
Lazne - are within easy reach' of 
each other, and all are easily . 
reached from Prague. 

Perhaps best known by their old 
German names of Karlsb&d, Mar- 
ienbSd and Franzenbfld, they were 
the Habsburg empire's equivalent 
of the modern health resort — - 
where Austrian, royalty and Bohe- 
mian industrialists took a break 
from power intrigues and wealth 
creation to breathe the bracing air 
and imbibe the healing waters. 

During the communist era visits 
to the spa were regular recre- 
ational perks for workers. 


The place to start is. Karlovy 
Vary, the oldest, biggest and most 
beautiful of the' Tog three - . You 
will need a couple of hours to get 
there, whether by car on train, 
from Prague, and you will, of 
course, have made sure that a 
room is available at the only place 
to stay, the Grand Hotel Pnpp. 

' This spectacularly opulent 18th 
century pile has in recent years 
undergone major refurbishment. It 
is probably the best, and certainly 
tiie most expensive, hotel outside 
Prague.. Where once it attracted 
central Europe’s nobility, it now 
attracts the well-heeled and glam- 
orous, and is the hub of gossip and 
partying during the annual July 
film festival 


Located within strolling distance 
of Karlovy's 12 separate spas and 
surrounded by gardens and parks, 
. the Pupp keeps a subtly exclusive 
distance from the town thanks to 
the river Tepla. which meanders 
gently past its stunning lhcade. 

Karlovy is named after Emperor 
Charles IV who, legend has it, dis- 
covered the first of the local spas 
while out bunting in 1358. One of 
his hounds fell and injured a paw 
while chasing a stag through Kar- 
lovy's steeply wooded hills. The 
dog would doubtless have gone 
lame had it not limped through a 
pool of. water - which apparently 
cured the animal. The emperor’s 
physicians duly declared the water 
a tonic for all ills. 

Karlovy Vary's reputation was 
assured, and sealed in no uncertain 
terms, when, a few centuries later, 
Russia's Peter the Great arrived to 
take the mineral-rich waters. 

He was followed later by other 
royal bigwigs, such as Frederick of 
Prussia and Empress Marie Ther- 
esa of Austria. Indeed. Bohemia's 
spas were a favourite of European 
royalty. Austin’s Franz 11 gave his 
name to Frantiskovy Lazne, the 
quietest of the spa towns. And Mar- 
ianske Lazne regularly welcomes 
Britain's King Edward VII, who 


used to stay at what is now the 
Hotel Kavkaz. 

The natural requirement of such 
visitors for palatial accommodation 
led to a mini building boom in the 
18th and 19th centuries. All three 
tonus are rich with extravagantly 
decorated terraces, grand avenues 
and art nouveau mansions. These 
are gradually being returned to 
their former glories. 

The spas have long been very 
popular with central European 
intellectuals, composers and writ- 
ers. Goethe was a regular visitor to 
all three. The waters obviously 
worked wonders for him; at the age 
of 72 he wrote of his yearnings for 
the teenage daughter of a local 
hotelier in his Marienbdd Elegy. 
Bach. Beethoven, Schumann. 
Brahms. Tchaikovsky. Litz and 
Grieg all passed through Karlovy 
Vary. Dvorak premiered his New 
World symphony in the town in 
1884, and the spa bolds the annual 
Dvorak festival in Septemeber. 

Marianske Lazne was the pre- 
ferred spa of Nikolai Gogol, Rich- 
ard Wagner. Frederic Chopin and 
Franz Kafka. And Karlovy Vary 
even has a Karl Mark Museum, 
thrown up by the former Czecho- 
slovakia's communist regime to 
commemorate the numerous visits 


Or try the 
waters 
for sport 


had made towards the end of his — — 

life. 

You will, of course, have to sam- 
pie the .raters. This you can do Htfi ■ 

either by bathing - warm, aro- fl ^^B B I 

mafic and thoroughly refreshing - ■ I 

or by drinking. The waters of Kar- 
lovy Vary are said to soothe diges- » _i: 

rive mmp ]f>jn r.y. yfa 1. Ji n ny's /VlolOl LIcVCll (Jl 

are good to cleansing the kidneys; deliahtS of aCtiv'lt 
and the waters of Frantiskovy ® 

Lazne are recommended for gynae- HungflTy S pOpUlc 
cological problems. 

The drinking fountains are Hungary may not have great 
housed in elegant, and immacu- mountains or beaches with 
lately clean, colonnades, usually palm trees, but what it does 
set amid gardens. The idea is to sip have is plenty of water, both 
the waters while slowly pramenad- cold and hot. The 
ing along the colonnade. Centra] combination of the two 
Europe's regular spa-goers drink makes for a very pleasant 
from a porcelain vessel, which and restful weekend within 
looks not unlike a small jug easy driving distance of 
equipped with a sort of upturned Budapest - especially if you 
funnel instead of a spout These have children to keep 
you can buy on site. occupied. 

You will also need to buy a Lake Balaton, some 40 
packet of oplatky - chocolate or miles south-west of 
vanilla flavoured wafers. These are Budapest, covers 230 square 
eaten between draughts and are an miles and Is the largest 
essential part of the ritual; they freshwater lake in western 
help smother the foul taste of the and central Europe. Some of 
water! Which is why, apart from the best hot water in Europe 
those under doctor's orders, most is in Heviz. near the lake’s 
spa-goers make do with just a glass western end, and home to 
or two. one of Hungary's most 


Anatol Lieven discovers the 
delights of activity and relaxation at 
Hungary’s popular Lake Balaton 


have children to keep 
occupied. 

Lake Balaton, some 40 
miles south-west of 
Budapest, covers 230 square 
miles and Is the largest 
freshwater lake in western 


Charm in 
the north 

Graham Bowley tries Germany^ ; 
coast to sample some bracing. air .; 
and embrace medieval lore ■ 

Anyone visiting Germany’s for this visitor should be 
business capital. Frankfurt, . LQbedt, about .6Qkm’sotrth of 
who is suddenly possessed of " Kiel on the return journey to 
an itch to travel should head ’ Haihbur^^ 
to the airport, .fly to - Ham- ~ .LtUjeck-w^Ttnqwn as the 
burg, pick up a car and head ’ ’ Queen; :I 6f 7 fee" ’ Hanseatic : 
north. Lekgn&Ioriterole as. the 

The refreshing green, fields capital of the band of towns 

Of f^rmwny'c -*m rthemmn st:. . which trade rtin the 

state, Schleswig-Holstein,' —Baltic Sea .^c^ r .the3t2th to 
littered with . dairy farms the 16 th-: century- It . is a 
and their -black and white ' mediaevahtown of open mar-. . 
fresian cows, will open up ket squares filled with stalls 
around. ” ' " . . . .-and music.^ahraent churches 

From this vantage point,' : and tovrers^, ^ 
the traveller can reach. $mt». Germany fs a nation 
Schleswig, a quiet town built - of almost fanatical car-lovers . 
around water, . and . the which 'prides Itself on. the 
nearby- coast. which offers .efficiency . of its gleaming 
surprisingly good beaches vehicles arid the extent of its 
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and the somewhat refreshing 
waters of the Baltic Sea. 

Eckernlfirde, a pretty sea- 
side town Just a few miles 
from Schleswig, offers the 
sometimes comical sight of 
sun-seekers on the crowded 


speedy autobahn, a motoring 
trip such as -this is perhaps 
the best way to see, and 
enjoy this big country. 

Another destination: for 
the inquisitive driver, but 
one which is closer to Frank- 
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. Webnan once home to some of Europe's greatest artists, musicians and thinkers 


sands lurking in the army of ' furt, is Heidelberg, in the 
small wooden huts to shelter state ctf Baden-Wttrttemberg. 


from the brisk winds. . • • 

Just down the coast from 
Schleswig is Kiel, Schleswig- 
Holstein's capital, which is a 
busy and interesting city, 
do min ated by the sea and . 
with some beautiful 
churches. 

Even more of an attraction 


Heidelberg is an affluent 
city huddled on the hills 
either side’ of the river 


fill university buildings and 
bridges. - : 

But while the car offers 
easy access to the delights of 
Germany, other travellers 
might prefer the pleasures of 


Neckar, and it is home to Journeying by train, 
one of . the oldest and most One recommended rail 
famous universities in Ger- journey from' Frankfurt 
man y its chief attractions takes the traveller east over 
include the old, half-ruined what was once the border 
castle, as well as its beauti- between West Germany and 


OPEN DOORS. OPEN HEARTS. OPEN MINDS. I ’isinm /» ]!n»£un' 
jj . friendliness and cordial. btepiialiiy all along, also In the capital stntaLtl on the hauls 

* V fi o * V eflbc river Danube. Seureen /be )uv parts of the are there is JbesptxMuihjr hand if 
the Danube uitb graceful bridges abate, connecting Buda anil Pest. Budapest tt one of dv cultural 
centres rf Europe. In Os many mtisen/us. galleries, concert balls, in one nf the must Ivtl/nijiil qfhiv 
houses of the itvrkl and\u the J istiidb tbalJUlou ■ one another throughout tbejvar «mw can pud 
snmetbing to their fitiug. WMvivr;ww came from, tou mtcowder heartfelt hospitably w Ilung.tn'. 
One of the tbous<ind faces of Biuk&st uiB certainly beioupt.. 1.'. 

Budapest is considered to. be one of 
the most beautiful metropolises in tlie world. 
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the German Democratic 
Republic to Weimar. 

Weimar is probably best 
known outside Germany as 
the city which gave its name 
to the 1919-1933 German Wei- 
mar Republic, This is where 
the republican constitution 
was drafted after the first 
world war. But Weimar also 
has an impressive cultural 
tradition. The list of 
Europe’s greatest artists, 
musicians and thinkers who 
made city their home for at 
least part of their lives is 
astonishing - and evidence 
of their lives and works can 
still be seen. 

Lucas Cranach the Elder. 
Johann Sebastian Bach. 
Friedrich Nietzsche. Vasili 
Kandinski and Paul Klee all 
lived here; the Bauhaus 
movement, which laid the 
foundations for modern 
architecture, was active in 
the city from 1919 to 1925. 

A short walk around the 
city's pleasant streets and 
market places leads the visi- 
tor past monuments to 
Johann Gottfried von Her- 
der. ‘the 18th century poet, 
critic and philosopher, past 
the crooked house where 
Friedrich Schiller lived, and 
finally past the grand home 
j of Weimar's most famous 
and most celebrated citizen, 

: Johann Wolfgang von 
Goethe, creator of ‘'ftmst". 
Goethe’s home has been 
turned into a museum. 

As is the case in virtually 
the whole of eastern Ger- 
many. Weimar has been sup- 
ported by generous flows of 
funds from the richer west- 
ern half of the country. The 
result has been that in just a 
few years sooty, rundown 
buildings which were hidden 
h »»hmrf the grime of the com- 
munist era have been trans- 
formed into splendidly-col- 
oured examples of great 
architecture. 

•But alongside Us impor- 
tant cultural past Weimar 
has significant historical leg- 
acies. 

The period of National ' 
Socialism is more evident in 


Pnata: RoSwi Hwcfog Pteut Library 

Weimar than in most other and working several thou- 
towns in Germany, since it sands of prisoners to death, 
was here, in the woody hills Weimar has been chosen 
just a few miles outside the to be Europe's city of culture 
city, that the Nazis built in 1999. and this might pro- 
Bucbenwald, one of their vide a good opportunity to 
most notorious concentre- visit the city, 
fion camps. What is left of The town's leaders intend 
the camp is open to visitors, to use the year of culture to 
More than 250,000 people remind people both of the 
were held captive in Buchen- glories and of the horrors of 
wald between 1937 and the the past They want to point 
end of the second world war out that perhaps no other 
in 1945; more than 50,000 of German city, with the pos si- 
the prisoners died during hie exception of perhaps Ber- 


this time. 

After the war, the victori- 
ous Soviet army used the 
. camp for its own purposes, 
interning alleged anti-com- 
munists and former Nazis 


tin and Potsdam, has seen so 
much of the ups and downs 
of German history. They 
insist that Buchenwald will 
not be ignored during the 
festivities. 


is in Heviz. near the lake’s 
western end, and home to 
one of Hungary's most 
famous thermal springs. 

Lake Balaton itself is 
exquisitely beautifuL 
Sharply differing depths of 
water and a very’ changeable 
local microclimate mean 
that the water has an 
extraordinary range of 
colours, from an uncannily 
bright blue to a greenish 
grey. According to the light, 
it can resemble a Norwegian 
fjord or the Bay of Naples. 

The swimming and 
yachting are excellent, 
though you have to watch 
out for the storm warnings, 
even in summer. So is the 
fishing, especially for giant 
pike perch, a local delicacy. 

Unfortunately, the south 
shore of Balaton, where the 
swimming is best, has been 
turned by uncontrolled 
tourist development into an 
almost continual strip of 
towns, hotels and holiday 
camps. 

For peace and quiet you 
have to go to the north 
shore, where development 
has so far been better 
controlled and you can still 
see large stretches of reeds 
and woodland. 

Several local riding clubs 
hire out horses for a quiet 
ride or a longer pony trek. 
The Kali area, in a bowl of 
wooded hills, is especially 
beautiful to wander in. It is 
still home to wild boar and 
some ostriches; the latter are 
being fanned for their eggs 
and Teathers. 

In summer, even the north 
shore is crowded, both with 
Hungarians and with 
Austrian and German 
tourists. It can be difficult to 
find accommodation, and 
prices in restaurants soar. It 
is best to go out of season, 
from April to June and in 
September and October, 
when most of the tourists 
have left but the weather 
remains mild. 

The shore is dominated by 
the Witness Hills, great 
eroded flat-topped basalt 
stacks of volcanic origin. 

This is also responsible for 
HevLz’s remarkable thermal 


lake, where hot springs 
bubbling up from an 
underwater cave keep the 
temperature at around 30°C 
throughout the year, and 
water lilies bloom in 
January. The high mineral 
content of the water means 
that swimmers bob around 
on the surface like ducks, as 
in the Dead Sea. Nearby 
Tapolca has a large 
underground lake, on which 
you can go boating under 
the stalactites. 

Heviz has three 
comfortable four-star 
thermal hotels, two owned 
by the Hungarian chain 
Danubius and one by the 
Austrian Rogner group. 

They all have decent 
restaurants, good swimming 
pools and offer longer or 
shorter therapeutic and 
beauty courses, with plenty 
of local mud. There are also 
a host of smaller hotels and 
pensions. 

Close by is Keszthely. 
where the four-star Helicon 
Hotel stands on the lake 
itself. Keszthely is home to 
the finest man-made sight of 
the region: the Rests tics 
Palace, formerly home to the 
Counts Fes te tics, one of the 
greatest Hungarian noble 
families. 

This vast baroque mansion 
was begun in 1745 and has 
one of the finest libraries In 
Hungary. The furnishings 
reportedly survived the 
aftermath of the second 
world war intact because an 
unusually cultivated local 
Soviet commandant declared 
that the palace had been 
infected with typhus and 
had it quarantined, thereby 
frightening off his own 
troops. One side of the 
gardens is in the French 
style, the other In the 
English. 

One wing of the Festetics 
palace is available for 
conferences and seminars, 
and a few bedrooms can also 
be rented. All the main local 
hotels also have conference 
facilities. 

Near the palace Is a much 
smaller but rarer museum, 
the Marzipan Museum, 
apparently one of only three 
in the world and run by a 
family of hereditary 
marzipan makers. 

This region produces two 
notable varieties of wine. 
Badacsony is famous for its 
whites, from a light, dry 
Riesling to Muscatel and the 
semi-sweet “Grey Monk". 

Tib any produces reds, 
especially a smooth and 
powerful MerioL Excellent 
and very cheap vintages are 
to be found in local 
restaurants, and can be 
sampled at the Wme 
Museum at the former 
cellars of the Princes 
Esterhazy in SzigligeL 



HOW TO BOOK 
AN OFFICE 
ANYWHERE IN 
EUROPE FOR A DAY 



Now you can rent a private office as easily 
as you can ren! a car or book a fioteJ room, 
AH you have to do is join the Rsgus 
Touchdown ’Club'. A nominal membership 
fes of just £49 ts the fcey to a Regus office 
fora day at any one of over a lOO locafions 
throughout Europe. 
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Touchdown die next time you travetf 
Call the Reservation Freephone on: 

00800 5222 5333 

or tor non UIFN countries call: 

+44(0)1784 898444 
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Business management 
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It’s time to commission a study 

Moves by airlines to alter their payments to agents may have a profound effect on companies? travel bills. 
Amon Cohen reports on how the industry is reacting 


If you have not renegotiated 
with your business travel 
agent and preferred airlines 
in recent weeks, do so now. 
Big changes are convulsing 
corporate travel and are set 
to accelerate. 

The transformation has 
been made by airlines cut- 
ting the level of commission 
they pay, especially in their 
home markets, to travel 
agents for ticket sales. 

British Airways became 
the latest carrier to do last 
month, reducing commission 
in the UK to 7 per cent The 
previous level was 9 per cent 
for international flights and 
7.5 per cent for domestic 
departures. There have been 
similar moves by airlines in 
the US. the Netherlands, 
Germany and Scandinavia. 

Corporate clients are 
affected directly. Many 
larger companies have a 
management fee arrange- 
ment with their agent, 
whereby the agent passes on 
all commissions and bonuses 
to the client in return for a 
service and consultancy fee. 

For such clients the cuts 


in commission are a direct 
price rise. For clients who 
let their agent keep the com- 
mission - although normally 
some is passed on in the 
form of a rebate - there will 
be changes, too. Few agents 
earn as much as 2 per cent 
profit and cannot afford to 
absorb the cuts. 

BTI Hogg Robinson is a 
typical example of how 
agents have reacted. 

Its Scandinavian subsid- 
iary has introduced a three- 
tier system of charging cli- 
ents. Larger customers are 
already on a fee basis or are 
being urged to switch to iL 
Medium-sized customers 
(with an annual airline 
spend of SKx200,000 to 
SKrSm) are being charged a 
subscription fee of 1.2 per 
cent for all the services they 
formerly received free of 
charge. These could include 
ticketing, provision of man- 
agement data and ancillar y 
service such as passport and 
visa procurement The small- 
est clients, with no require- 
ment for anything other 
than an ordinary ticket, are 


being charged a handling fee 
of SKr50 per transaction. 

In the UK, where rebating 
has been much more com- 
mon. Hogg Robinson is sim- 
ply deducting 2 per cent of 
the rebate it passes on to its 
clients for BA sales. How- 
ever. such clients are in the 
minority - 64 per cent of 
Hogg Robinson's turnover is 
now fee-based. 

Whether on commission 
and rebate or management 
fee, Hogg will attempt to 
claw back losses for custom- 
ers by passing on new 
bonuses. BA has accompan- 
ied its cut in commission 
with an incentive scheme 
that rewards agents for 
incremental business. 

Meanwhile, other airlines 
have spotted an opportunity 
to take business off BA: Brit- 
ish Midland is offering a 2 
per cent bonus if agents 
increase their International 
volume by 20 per cent, while 
Emirates has increased its 
commission by l percentage 
point to 10 per cent 

UK corporate clients are 
grasping the chance to 


switch from BA. says Tony 
Hughes, managing director 
of P&O Business Travel and 
chairman of the UK's Guild 
of Business Travel Agents. 
‘‘There Is an element of BA 
losing business because cli- 
ents feel they are being bul- 
lied into accepting this 
increase," he sal's. 

“This is especially true 
beyond south-east England, 
where business travellers 
are usually most cost-con- 
scious and have to change 
flights somewhere. They are 
happy to fly via another air- 
port, such as Amsterdam, 
instead of using BA." 

However, as Mr Hughes 
acknowledges, it might be 
difficult to switch a compa- 
ny’s entire business from the 
home carrier. And the new 
incentives are not necessar- 
ily good news for corporate 
clients, who may have to be 
wary of agents steering trav- 
ellers towards certain air- 
lines for their own good 
rather than that of their cus- 
tomers. 

Earl Foster, the US-based 
president of the Association 


of Corporate Travel Execu- 
tives. has been working in 
an environment of reduced 
commissions for the past 
three years, latterly as direc- 
tor of global travel for 
Joseph Seagram. The solu- 
tion. he says, is to avoid 
commissions all together. 
Companies need firstly to 
take control of the agency 
relationship. "Make sure the 
agent works for you by put- 
ting it on a fee-based rela- 
tionship so that it is not 
dependent on commission, 
which is such a small part of 
the picture anyway." 

Instead, says Mr Foster, 
thp r.Upwfr. and agent should 
work together on more ambi- 
tious strategies for keeping 
down costs. 

Many agents are now win- 
ing to Hwir their profit mi an 
account to meeting commit- 
ments to service and saving. 
Clients should then turn 
attention to removing com- 
mission from their arrange- 
ments with airlines, negotia- 
ting net feres that are much 
simpler therefore - in 
theory - much cheaper. 


Net fare deals are becom- 
ing Incr easingly common in 
fiie US and are just starting 
to happen in Europe, says 
Mr Foster, who believes com- . 
miaftjnwt will ev entually dis- 
appear completely. 

Dan Brewin. BA’s sales 
manager for the UK -and 
Ireland, says: “In the longer 
term the probability is that 
percentage commissions are 
not the way forward. A fixed, 
payment for the cost of a, 
transaction would be, but 
that is not on my agenda at 
the moment. 1 would be. 
happy to see a business- to- 
tals in ess relationship 
develop between us and cor- 
porate clients, and for 
them to be . recompensing 
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That is already happening 
in Scandinavia, where SAS 
and its rivals have cut com- 
mission for flights within 
the region to 5 per emit. It 
has also started offering net 
feres directly to larger cli- 
ents in Norway, and is airing 
proposals to disband the 
commission system com- 
pletely, . . 
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Traveller’s tales 


Forget the 
loyalty and 
trimmings 

Sensible planning can take some 
strain out of travelling. A high-mileage 
executive talks to Ian MacDonald 
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Mention “travelling on 
business" to many people 
and they conjure up a 
picture of someone 
travelling in style - in at 
least business class - 
staying at some of the 
world’s finest hotels, and 
generally enjoying the good 
thing s in life at someone 
else's expense. 

In many cases, this may 
well be true. And for 
someone who spends an 
extraordinary amount of 
time in aircraft and working 
abroad, it is reasonable to 
assume that he or she would 
expect these “perks” as some 
compensation for having 
little home life. 

Enter Grant McFarlane, a 
28-year-old telecoms 
executive who is likely to 
turn up his nose at a 
proffered business class 
ticket, has no time for 
loyalty schemes, and 
actually enjoys travelling 
through Europe's busiest 
airport, London’s 57.8m 
passengers a year Heathrow. 

Mr McFarlane does not fit 
the template of traditional 
business traveller. Forget 
New York. Milan, Singapore 
or Sydney. You are far more 
likely to find this highly 
sociable Scot musing over a 
Bloody Mary about his latest 
escapade in remote 
Turkmenistan or Ethiopia. 

“I tend to break the 
so-called 'rules* of business 
travel," says Mr McFarlane. 
the business development 
manager of UK-based Case 
Technology', an independent 
wide area network (WAN) 
product manufacturer. “For 


one thing. 1 actually like to 
talk with people on planes. 
It’s amazing how many 
people can sit next to a 
stranger for hours and 
barely say a word. In every 
person there is something I 
can learn... something I can 
try to understand, even if 
their views seem alien to me. 

“But if my aircraft 
neighbour is not one for 
talking I'm happy to have a 
good read. Or I just use the 
time for that rare 
commodity, thinking " 

After three years in his 
current job, which involves 
two to three weeks of travel 
most months of the year. Mr 
McFarlane has established 
some useful routines for 
smoothing the way. 

"I always try to fly 
economy." he says. “Because 
I tend to fly on Tuesdays and 
Thursdays - generally the 
quietest days for air travel - 
I find tha t I nan actually 
have more space in economy 
than in business. In business 
you might have a few more 
inches of leg room, but 
there's unlikely to be a spare 
seat next to you. Often I've 
found myself the only 
occupant of a row of four 
economy seats - and that 
allows me to stretch out 
quite comfortably on a long 
fUght” 

“I don't belong to any 
frequent flyer clubs. When 1 
did. I found I - or rather the 
company - was paying 
expensive fares, flying on 
days and routes that didn’t 
really suit me, just to collect 
the air miles. 1 ' 

For someone who visits 
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Grant M cFa rl a ne: It's easy to forget cwffity. I’ve learned to be more tolerant, to heve more patience 1 


remote, developing regions, 
actually finding a flight can 
present a fistful of problems. 
“Some of the places I go to 
are not served by lata 
airlines, so arranging 
insurance can sometimes be 
difficult Some of the former 
Soviet republics can make 
the hair on the back of your 
neck stand on end. Often 
there's no seat reservations, 
the aircraft can be. how 
shall we say, ancient One 
trip in Crimea was 
particularly scary. We were 
in a very old. rickety 
bi-plane that was getting 
bounced around. The 
catering was a problem; the 
orange squash finished up 
all over the place." 

London’s Heathrow may 
not be many people's 
favourite airport, but for Mr 
McFarlane it offers most of 
what he could wish for. “It’s 
fairly close to my home at 
Harrow on the HilL Lots of 
people complain about the 
traffic jams in the Heathrow 
area, but I now know all the 


back routes so I can be in 
and out very quickly. And it 
offers services to most places 
in the world." 

And his least favourite 
airports? “Oh. 
Johannesburg's Jan Smuts, 
without a doubt It's the 
world’s worst . . . very 
inefficient" That criticism 
comes after not just a visit 
or two, but after having 
lived and worked in South 
Africa for three years before 
moving to his current 
Watford base north of 
London. “And I also bate 
any airport that either has 
no trollies or not enough." 

But Mr McFarlane is quick 
to admire efficiency, and he 
praises the UK government's 
department of trade and 
industry (DTD. The 
first-time traveller to 
conventional places can 
easily pick up a book or such 
like to learn about the 
place." he says. “But there 
simply a re no books for 
many of tbe places I go to. 
That's where tbe DTI comes 


in. The people there are 
phenomenally helpful. I 
usually try to speak to the 
commercial manager for the 
area I'm going to visit 
They're a wonderful source 
of information, and they 
help to fix up meetings, 
arrange translators and 
explain local customs." 

Being aware of local 
customs is a vital part cf 
business diplomacy. "I 
remember being in Hungary 
once and saw an 
Englishman tap Hia hosts* 
beer glasses with his own as 
he said ‘Cheers'. That was & 
mistake because that gesture 
reminds Hungarians of a 
19th century dispute with 
Austria. It is the sort of 
mistake that can lose a 
contract." 

Tips for fellow-travellers? 
“Wefl, it’s easy to forget 
civility, in some places, 
which perhaps are less 
efficient, I’ve learned to be 
more tolerant, to have more 
patience. It pays oft 

“When it comes to packing 


Tm not very efficient I try 
to take non-iron creaseless 
clothes, but I never take 

enough shirts.” 

How does this son of a 
Clydebank welder and 
absent Glasgow Rangers 
soccer supporter relax? 

“I don’t really have any 
hobbies. When I get back, 
from a trip I like to relax by 
seeing my father and my 
sister, to read, to listen 
rather than talk, which I do 
a lot of in trying to win 
contracts. And reading - 
and occasionally writing — 
poetry. His favourite, and 
one he says he reads very . 
frequently, is William 
Blake’s Auguries of 
Innocence. “I especially love 
the first four lines," he says: 
To see a ivorid in a grain of 
sand. 

And a heaven in a xoQd 
flower - 

Hold infinity in the palm of 
your hand 

And eternity in an hour. : 

“That embodies 
everything to me." he says. 
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From March 29th this year, Singapore Airlines will Manchester to Singapore five times a week instead 

fly three times a day, instead of twice, direct from of four. The result will be that Singapore Airlines 

London co Singapore every Friday, Saturday and makes more direct flights a week from London 

Sunday. In addition, we will also fly direct from and Manchester to Singapore than anyone else in 


the world. More flights- will give you more ■ 
choice as to when you . jfly and what connections 
you can dies take from Singapore. For more ■ 
information contact your local travel agent or callj 


Singapore Airlines on 0181 747 0007 . -Yntlmet 
address hitp://wWsragaporea»nc<>m^ .QAk V 
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